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- : -   INTRODUCTION.  - ; - 

Accordinij;  to  histoi*ical  i-ecords,  the  lirst  paper 
money  of  Japan  was  issued  as  eai'ly  as  1335  (Kembun  Pex'iod)  .' 
|s.ut  particulars  of  the  issiie  and  character-iatics  of  the  pa- 
p-et'  inoncy  are  entirely  unknown  to  usj.  v^t  is  -.enerally  be- 
lieved, however,  that  this  paper  was  not  used  in  no,    considt. 
able  simounts.  {%■)        £ven  the  Tokugawa  Goverrjnent  itaelf  never 
erttre  during  its  Ions  i'egimfe,put  into  circulation  a  Govern- 
ment iS6ue(.  it  WQO  <^ly  at  the  close  of  its  power,  in  1867 
tfee*  it  sanctionefl  a  paper  money  for  the  newly  opened  port 
of  Hyogo;  but  tiiis  was  withdrawn  as  soon  as  it  wac  authorized 
Hence,  the  paper  currency  issued  by  the  government  for  the 
purpose  of  universal  circulation  throughout  the  Empire^ began 
with  the  Restoration  in  18u8,  (^)    Yhuo .  Tjoverrj-ierital  cur- 


(J-)  Transactions  of  the  Aaiatio  Society  oi  Juran,  Vol.  XX^ 
suppleir.ent^  part  I, p.  Iu8. 

(S)  Issues  of  paper  money  by  private  persons  wert;,  of  course, 
made  in  the  shape  of  bank-notes,  but  they  had  a  circulation 
mainly  in  the  lai'ge  centres  of  trade.    Since  the  period  of 
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vency  bein^'a  new  institution  and  its  establishment  boirtti^n 
the  midst  of  political  confusion  thj^ou^tiout  trie  counti'y ,  the^'e 
were  indeso-ibable  difficulties  in  the  way  of  cari'yin^  througl"! 
this  financial  measure.   Rut  notwithstanding  these  difficul- 
ties^ the  financier's  and  statesmen  of  the  time^  by  their  in- 
tegrity and  honesty  were  able  to  establish  a  solid  basis  for 
the  currency  system  and  to  complete  tlae  liquidation  of  all 
the  inconvertible  paper  notes  befoi-e  two  decades  had  elapsed. 
To-day  Japan,  so  far  as  her .financial  system  is  concerned, 
stands  among  the  best  regulated  nations  itvL   the  world,  (1)   It 
is  the  purpose  of  this  monograph  to  trace  the  genesis,  de- 
velopment and  ;;ianagement  of  the  Japanese  paper  curi-ency,  from 
t>.e  Restoration  of  the  imperial  oower  in  18G8  down  to  the 
establishment  of  j2onstitutional  government  in  1890. 


Kwa::ibtin  (1 6G1-1 673)  ,  there  ^xisted  another  paper  money  i'^sued 
by  the  Daimyos,  but  t-hey  woi»o  circulated  only  within  the  feu- 
dal teri'itorial  limits.   See  Count  Matsukata  's  Report  of 
1890. 
^-(1)  See  the  address  of  Mr.  K.  V/atanable,  the  Japanese  Minis- 
ter of  State  for  Finance,  at  the  Second  Session  of  the  Imper- 
ial Diet. 


-:-   CHAPTER  1.  -:- 
GENKSiS  OF'PAPER  CURRENCY. 


i  efore  tracxni^  the  development  of  the  paper  currency 

system  of  Japan,  in  order  that  one  may  thoroughly  understand 

the  forces  which  compelled  the  (^ovei-nment  to  issue  the  pa- 

it  iB  v-«i»y  necessary 
per  money,   <lArB:t  to  consider  briefly,  t>ie  condition  of  the 


country  at  the  time  when  the  Imperial  pov/er  /as  restored  and 
the  present  government  was  organized. 

In  the  12th  month  of  Xieo  (1868)  the  Imperial  proc- 
lamation wasraade  that  His  Majesty,  the  Japanese  Emperor  dis- 
missed Yoshmobu  Tokugawa,  at  th^-  request  of  the  latter,  from 
the  office  of  Shogun.  -fi^   Thus,  the  Shogun  ostensibly  re- 
turned the   ruling  pov/er  which  had  been  exei'Cised  by  his  fami- 
ly for  more  than  two  hundred  and  fifty  yeai-s,  to  the  hands 
of  the  Emperor  v/ho  vi^ere  now  to  -he    the  sole  ruler  of  the  coun- 
try.  But  this  surrender  of  the  Shogun  was  merely  nominal, 
for  although  the  sovereign  power  was  formerly  transferred, 

r  y 

"tnTTranslation   of   the   pi-oclamation   is   given   in  Amer*ican  Ex- 
ecutive Document,    Diplomatic   Correspondence, 18CP-1869 ,    p. 623. 


^ei,    the  actual  power  over  tlveL,  dominion  and  subjects  remained 
in  tiae  hands  of  the  feudal  nobles  who  still  continued  to  ex- 
ercise {joverninental  powers  v/ithin  theii-  own  territorial  limit,. 
As  it  vas  impossible , however,  for  the  Emperor  to  "fulfil  his 
high  office"  unless  he  posessed  {>^  dominion  and  subjects,  he 
sent  an  envoy  to  the  £x-Shogun  and  asked  him  to  r*eturn  such 
part  of  his  revenue  as  had  been  allotted  to  him  only  as  Sho- 
gxin.  Hli"  This  propsition  was  refused  by  \oshinobu  who,  how- 
ever, siijnified  his  readiness  to  hand  over  to  the  Emperor 
a  yearly  income  of  a  thousand  i^okus  -(2}    and  to  continue  the 
former  allowance  of  one  hundred  and  fifty  thousand  Kokus  to 
the  Imperial  Gjurt.   "He  further  declared  that  he  himself  was 
ready  to  subinit  to  theporders  of  the  Emperor,  but  the  Daimyos , 
Aidz  and  Kuwana,  resisted  his  v/ishes;  lest  there  should  be 
some  violence  coroinitted  by  them,  he  v/ould  ^o  to  Osaka,  dis- 
miss them  into  their  respective  pi-ovinces  and  then  return  to 
Kyoto  to  await  triere  t];e  direction  of  ■'..■-.    Imp-^rial   Court"  "b^ 


^^  -{^    Mei-Ji-Shi-Yo,  Vol.  I.,  p.  l^j. 

V 

^  -t^  American  Executive  Diplomatic  Correspondence,  1868-,69, 

p.  662. 


1  y-i:^   One  Koku  was  about  $5.00  in  value.  ^ 
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But  a  few  days  after  tliis,  when  the  envoy  waa  sent  to  invite 
him  to  return  to  Kyoto  as  promised,  thef  wci*e  gxtrprlged~to 
learn  that  Aidz  and  Kuwana  forming  the  van  guard  of  Yoahino- 
bu*s  anny^  had  marched  tov/ards  Kyoto,  and  that  this  advanced 
section  had  attacked  the  Imperial  guard  at  Toba  and  Fushimi. 
8iitt  Jhe  rebels  were  repulsedand  retreated  to  Osaka  -  nd  thence 
to  the  North  Eastern  pi-ovinces  by  sea.    This  treacherous 
conduct  of  the  £x-Shogun  caused  the  Emperor  to  declax'e  war 
against  TokUrfwal^j  and  his  adherents  and  appoint**  Prince  Arisu- 

K  >      < 

gawa  as  the  Commander-in-Chief  of  the  suppressing  forces. 
Thus,  the  civil  war  which  revolutionized  Japan  was  begun. 

In  this  din  of  war  and  political  confusion,  the  new 
goverranent  began  its  administration.  Hew  critical  !i   period 
y:iio-  'vac  for"  the  nation  eannot  ba  desoribod.    Old  institu- 
tions were  >^oted\up);  but  tive  new  institutions  were  not  yet 
fully  established  to  take  the  place  of  the  old.   The  Imperial 
forces  had  gained  a  victory  in  the  single  battle  of  Toba  and 
Fashimi ,  yet   almost  all  the  Daimyos  stationed  east  of  the 
Hakone  Mountains  supported  the  £x-Shogun,^  resisted  the  Im- 
perial Army.   The  attitude  of  the  Daimoyos  wno  were  in  a 


state^alienationandinsubordination  was  yet  a  mattei*  of  uncei"- 
tainty.    Men's  minds  were  uiisettled  and  public  business  was 
-  5  - 


in  a  state  of  confusion.   "The  ^i-eat  work  of  restoring  the 
ancient  constitution",  says  ::r.  Okubo  in  his  famous  memorial, 
"is  only  half  accomplished;  nay  it  may  be  said  that  it  has 
only  commenced".  -Vir'  And  ^every  step  of  tlie  reform  undertaken 
and  sver-y  measure  adopted  demanded  constant  outlay  by  the 
government  fe«t  -i-t-^tad  no  means^with  v/hioh  to  moot  this  enor*- 
raous   expenditure^i   Hov/  fai*  the  financial  embarras  j:ient  of 
the  government  ext ended, w«  can^see»fron  the  letter  of  the^iu- 
i*eau  for  -Trououry  to  the  Pommander-in-jdhief  of  the  Imperial 
army  who  asked  for  a  ^»oinf  or  cement  of  provisions.   It  says; 
"Although  we  acknov/ledge  tiiat  the  military  funds  are,  at  this 
crisis  of  the  nation,  of  th^j  most  pressing  need,  yet  as  has 
been  said  before,  the  'I'reasury  Bureau  is^  at;  present^an  empty 
bureau;-  -  •  ■  v/e  have  not  means  sufficient  t©  meet  even  tlie  ordinu-y 
expenses  of  the  J)ureau- •  • -"tsh   Mr.  Mioka  (now  Viscount  Yuri) 
describing  the  financial  condition  of  the  government  at  tliat 
time/*ki»e  siys;  "A  large  army  was  in  the  field  engaged  m 
suppressing  the  i-ebellion  but  the  governj:ient  had  no  supplies 
to  send  them;  every  fra4',^©  brou.jlit  in  voitiidud  o1!'ic.?i's  -^nd 


'\  ti)Mr.  Okubc's  Memorial,  dated  Jan.  25,  1868. 
/Ov  4S)Moi-Ji-Sei-Shi^Vol.  I., p.  109. 


n-}^ 


dyin^  soldiers,  but  no  means  to  take  care  of  thtiin  existed; 
messenger  after  messengei*  from  the  Military  head-quarters 
came  with  urgent  pleas  for  re-enforcemcnts,  but  the  govern- 
ment had  to  Send  them  back  discouraged.   The  ^i^^a-t-  embarrass- 
ment  of  the  government  wras  beyond  description."  tl-)-. 

Examining  the  statistics  of  tiio  government  expendi- 
ture ,v/e  find  that  the  extraoi'dinary  disbursement  foi-  that 
year  alone  reached  the  enormous  figure  of  25,000,000  y_ei\ 
while  tiie  '.vhole  of  the  government  revenue  for  that  year  from 
ordinary  sources,  amounted  to  no  more  than  3,  GOO, 000  yen.  -t^ 

Ihrwtihe  question  v/hich  demanded  of  the  govornmcnt 
-«Jf  immediate  solution  was  "HoviT  -t«  meet  this  enormous  expendi- 
ture with  an  empty  Treasury?"      Many  juggoutivc  plans  were 
mttd«,  but  most  of  them  were  theoretical  and  not  applicable 
to  the  situation.   As  the  first  step  towards  the  solution  of 
the  problem, tne  governinGnt  issued  an  luiperial  decree  three 
days  after  the  declaration  of  the  war,  that  "all  the  Toku- 
gawa  domains  should  hereafter  be  \inder  the  direct  control 
of  the  Imperial  power".  (-3^   Tliis  was  theor '.'tically  a  great 


n     y yi^     luoted   in  Mei-Ji-Sei-   Shi, Vol.    I.^p.    114. 

[  I'  y^y?S^    "reneral  re/iew   of  Financial  Policy  during  Thirteen   years 

p.    9. 
5     /^  C5)      Wei-Ji-Sei-Shi,    Vol.    I.    p.    109. 


advance  towards  i-t« — I'UQli^atiovi  of  tlie  sovfei'ei;2;n  ijower  of 

J 
^'wr  ^overruinent ,  but  eoonoitu-e^rHry  this  did  not  afford  any 

pecuniary  aid  towards  the  formation  of  a  nev/  ^^^^ei'miient , 
since  it  v/as  pi-actically  impossible  for  -aa  administration 
to  confiscate  all  the  domains  without  puttin^;  itself  in  dan- 
ijer  of  creatin;;^  twaay  riots  jind-  at  a  time  when  the  empire  was 
in  aff eecmingly  unsettled  condition.   Even  had  it  been  possi- 
ble  to  e^a^fe-ftift  all  -t^te  arrears,  the  whole  wotild  not  have  suf- 
ficed to  meet  even  4+k:  ordinary  expenses  ttiofH;.   As  has  been 
said  before,  :lie  territorial  nobility  still  continued  to  exer- 
cise  the  power  of  govei'ninent  rtindoring  the   government 

to    obtain  fi'om  them^  more  then  an  annual  contri- 


bution of  about  700,000  ■^■^n,  foi-  military  pui'poses.  The  gov- 
eiTiment  nocdod  tiiei-efore  to  take  another  stepT^  namely  to  con- 
tract a  domestic  loan.   On  Lay  5,  1B68,  the   Emperoi'  issued  a 

decree  -^bjr^^ja-  aayo^^ The  tjovernment  hasvuiuchHo  spend/  and 

fione  to  rgcBTTB  for  its  Treasury, ftt  the-   time  of 


■ft  national  crisis,  it  is  the  duty  of  the  subjects  of  the  Em- 
peror to  serve  tiiC  counti'y  according  to  their  ability  and 
occupationr'-those  who  have  boldness  and  coura,':;e,  by  joining 
the  Imperial  Army;  those  who  have  means,  by  contributing  to^ 
dS&£^  'he   military  fund.    Thus  each  and  every  one  can  have 
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ooportunity  of  fulfillin?j;  the  duty  which  has  beun  assi/^ned 
to  him.^ — ■'■^:pP)      Again  in  the  ofl'icial  letter  of  the  "*Ti-ea8- 
ury  lureau"*",  to  Mi*.  Matsui^ata  {Movi   Gouiit)  ,  the  Governor  of 
Hida  Prefecture,  wo  foad'  that  the  government  hafi  been  suf- 
ferrinj  from  financial  difficulties  and  can  not  meet  the 
pressing  need  of  the  Imperial  Army  in  the  field.   We  sincere- 
ly wish,  tlierefore,  that  your  good  office,  bearing  this  em- 
barrassment  in  mind,  \vould  exercise  ytrctt'  best  effort  wnd 
■onceoi>d  in  raising  a  loan  immediately  in  your  Prefecture"  ffrh 

Eut  tliis  measure  was  intended  rcf^   only^  .tempo  rary,,*.*^/' 
-^rr  meetw-<  an  urgent  emergency,  afttt-/3?ying  to  the  laci\  of  con- 
fidence in  the  new  government , together  with  the  fact  that 
the  Tokugawa  government  had  employed  a  similar  measure  be- 
fore ,  thy  people  were  indifferent  towards  tha  oubooription 
erf   the  loan,    F-opooiully  at — fho  time  ol'  sui?l-T-;^n  unsettled 
condition  of  affairs,  many  rich  merchants  hid  ti.eir  wealth 
and  tried  to  escape  from  the  subscription.    Although  this 
action  seei:;.©^  to  have  been  unpatriotic  ^even  disloyal  to  the 
country,  yet  considei'ing  the  condition  of  the  time,  it  vms 


"^  ^   4^  Mei-Ji-Sei-Shi^  Vol.  I.  p.  119, 
yi'^XSf  Mei-Ji-Sei-Shi^  Vol.  I.;^p.  lOg, 


not  at  all  sui'p risings.   Count  Okioina  in  liis  "Reminiscence", 
gives  -B*  an  instance  illustrat in^j  how  hard  it  was  for  the 
officials  to  raise  money  for  fete«  government  use.    He  says, 
"Wlien  the  [government  wanted  to  pay  for  an  Amei'ican  vessel, 
the  "Stonewall",  wliich  had  been  purchased  by  the  Old  Regim&, 
I  was  appointed  as  the  govei'nment  commissioner  for  the  set- 
tlement of  the  matter.   But  as  thei'e  v/as  no  money  in  the    ,  .  f\ 
treasury  for  this  purpose,  I  went  to  Osaka  and  ty  jMfOTVff' ^erf 
violent  thi'eats  on  the  part  of  the  local  authority,  I  could 
raise  only  250,000  ^-en"  ^If     'i'hia  was  the  result  of  the  meas- 
ure in  the  v/ealthy  city  of  Osaka.   We  can  judge  of  the  dif- 
ficulty of  raising  the  remainder  of  the  desired  loan  in  I4t«- 
othei-  cities  and  provinces.     There  was  an  instance  in 
which  the   government   was  forced  to  borrow  100,000  yen 
for  ten  days  at  one  and  half  per  cent  interest.    Thiis  the 
amount  raised  in  every  possible  way,  was  ft©4^-usuf  fie  lent 
to  meet  the  constantly  increasin-j;  outlay.     "Tne  loans  ob- 
tainea",  says  Count  Okuma,   "togetiier  with  the  money  handed 
over  by  the  Shogunate  and  the  fines  or  ^ufts  of  the  Daimyos 


/<•  lirT   Count  Okuma 's  "Reminiscence"   No.  123^^  (  Nimibri'  as  -t-fr 
published  in  the  Ho-Chi-Shim-Bun^). 
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amounted  barely  to  5,3B0,000  yen,  or  a  total,  i'rom  ordinary 
and  extraordinary  sources,  of  about  9,040,000  yen,"  (If  Am^- 
Since  tlie  expenditures  reached  2'"->,000,000  yen,  thei'e  was 
left  a  deficit  of  15,900,000  yen.   The  financial  difficulty 
of  the  ijoverninent  had  i-eached  its  climaxf  and  the  government 
wac  Qornp oiled-  to  rucort  to  more  permanent  n.easures  for  the 
salvation  of  the  country  from  i^t-s- financial  peril ^  namely  ^ -^ 
the  issue  of  a  paper  currency. 

As  has  been  -&ei^  in  the  foi-egoing;  pages  the  finan- 
cial  condition  of  the  government  became  so  critical  that  the 


effect  ol'  a  momont  -ts  delay  would  have  been  serious.    At 
this  time  ^  plan  of  issuing  paper  money  v/as  proposed  as  a 
means  of  savinj^  the  government  from  its  financial  peril.  The 
originator  of  the  scheme  was  Mr,  Hatsui-o  Mioka  -t2h,  a  retain- 
er of  Yetsiozen  and  a  councillor  of  state.   He  \vas  known  as 
an  able  financier  and  had  won  the  coni'idence  of  such  sen^-^y--^:^ 
statesmen  as  Messrs,  Kido  and  Okubo.   The  plan  was  similar 
to  the  "Land  Hank"  system  of  England  and  the  "Paper  Bank" 
system  of  Rhode  Island.   It  was  in  brief  to  issue  paper  notes, 
48,973,000  yen  upon  the  cultivated  land  of  the  Empire  for 


'/  i-  jt,jrr  Count  Okuma's  "Review",  p.  9, 

\^/y    t^7  Now  Viscount  Vuri ,  a  member  of  the  i*ouse  oi  Peu;rs, 


security,  to  le  cii'culat  ed  lor  thir*tean  years. 

A«  to- th^  sxrtg ect  rrf  tlie  issue,  Mr.  Mioka  said/'For 
some  time  I  had  str-ong  conviction  that  if  v/e  would  issue  a  pa- 
per money  to  be  circulated  throughout  the  Empire, tnus  expand- 
ing -eitt"  the  medium  of  exchange,  we  covild  lay  a  sure  basis 
for  the  commercial  and  industrial  prosperity  of  the  country. 

-For  although  prior  to  the  issue  of  paper  money  in  my 

pi'ovince  (Yechizen)  ,  we  suffered  from  poverty  and  hard  times, 
yet  ■^ine-^  the  new  medium  of  exchange  (paper  notes)  was  put 
into  circulation,  industry  and  trade  had  sprung  up  and  the 
provinces  which  hitherto  had  no  coin,  had  now  become  a 
wealthy  country  with  350,000  R^i_o_  in  coin.   Having  this  in 
view,  I  sought  to  bring  my  belief  into  realization  and  ex- 
plained my  plan  to  all  the  statesmen  of  the  time.    But  owing 
partly  to  the  seeming  radical  character  of  my  scheme,  and 

A 

pai'tly  to  the  ignorance  of  most  public  men  in  resp^jct  to  the 
matter,  the|r^wi?r-e  much  opposd«K,  to  the  plan  which  I  thought 
to  be  the  only  means  of  saving  the  country.   As  it  was  im- 
possible  to  settle  ♦:he  qv;estion,  the  government  called  an 
assembly  of  councillors  of  state  to  consider  tn^j  question. 
Thu6,,5=3iK;  all,  togethei"  with  the  members  of  the  Imperial  Housti.- 
hol  ■-! ,  w..^^  arourvd"  the  Thi'one  on  January  ':i9 ,  lPr,8.   The  metiiod 
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of  proceedings,  (this  beinc  bel'oi'o  tl-ie  Westox'n  Parliamentary 

'  / 

rules  weie  known  to  us)  was  ver-y  strange;  each  member  present 
was  to  speak  on  the  question  -by  turn.   When  my  tui-n  came,  I 
nroposedand  discussed  at  some  lengthy  'he  necessity  and  bene- 
fit of  th-^  issue  of  a  paper*  money.   My  statements  created 
great  excitement  among  those  assembled,  and  an  excited  dis- 
cussion of  the  problei:^.,  p^i-q  and  ^c^n  .ensued.    The  final  re- 
sult of  the  debate  was  the  order  that  my  pr-opjsition  be  ac- 
cepted, and  I  was  authorized  to  make  preparation  foi-  the  is- 

sue  of  paper  money  at  once."  -k^     Thus,  in  the  intercarlary 

Ao~*      ■  - 
month  (form  the  twenty-second  of  May  to  the  nineteenth  of 

June)  the  Dai- Jo-Kv,'an  (Central  Government)  issued  the  fol- 
lowing proclamation:-- 

"To  ci-eate  a  sure  basis  for  the  prosperity  of  the 
realm  on  the  occasion  of  the  reformation  of  the  Imperial  gov- 
ernment, after  mature  considei'ation,  the  issue  of  paper  money 
has  been  decreed;  and  according  to  His  Majesty's  orders  this 
pape»'  money  shall  pass  current  in  the  whole  empire  from  the 
present  year  Tatz*  to  tne  next  year  Tatz*,  i,e,  for  thirteen 
years,  that  by  it  the  pover'y  which  reigns  everywiiere  in  tlie 
country  may  be  alleviated.   The  rules  to  be  observed  are 

I ^   u^^C^rJ-'Mr.  Mioka's  andreas  on  the  "Issue  of  the  paper  money" 
quoted  in  Mei- Ji-Sei-Shi ,  Vol.  I., pp.  112-118, 
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tH*«  mentioned  below:-- 

"The  date  from  which  it  sjiall  be  put  into  circula- 
tion sliall  be  published  by  the  pi'oper  authorities  to  all  peo- 
ple, even  down  to  the  lowest  class. 

"As  the  introduction  of  paper  money  Jias  been  decreed, 
all  Daimyos  sliall  be  able  to  obtain  loans  accordin^j  to  their 
incomes,  so  tliat  for  every  ten  thousand  kokus  they  may  get  ten 
thousand  rios.   They  aiust  submit  their  wishes  with  regard  to 
to  this  to  the  proper*  authorities. 

"With  regard  to  the  re-payinent  they  will  be  obliged 
to  pay  every  year,  for  thirteen  years.a  tenth  of  the  sum  lent; 
payment  to  be  made  in  notes,  so  that  at  the  end  of  the  next 
Tatz',  tlie  re-payments  v;ill  have  been  effected, 

"The  provinces  shall  bear  in  mind  that  accoi-ding  to 
the  intentions  of  the  Emperor,  thi-ough  the  paper  money  lent 
to  them,  a  sure  basis  v/ill  bo  ci*eated  for  the  prospei'ity  ol' 
the  country.   They  shall  use  it,  therefore,  to  assist  in- 
dustry as  much  as  possible,  and  to  benefit  their  provinces. 
The  government  of  the  provinces  cannot  be  allowec;  to  use 
their  notes  for  unlawful  purposes. 

"To  til  9  merchants  of  Kyoto  and  of  Set^  (Osv-Ka)  ana 
-  14  - 


of  the  neighboring  inai-al  districts,  who  desire  to  contract 
such  loans,  notes  shall  be  »^iven  in  accordance  with  the 
amoT-int  of  business  they  transact  after  thoy  have  expressed 
their  wisiies  to  the  officers  issuing  the  notes. 

"Tc  the  inhabitants  of  the  towns  and  villages  of  the 

to  ^^ 

Saibansho  district  *s'^n  the  whole  country,  and  in  the  terri- 
tories of  the  province  at  their  demand,  after  theix*  fortune 
has  been  assessed,  loans  shall  be  given  foi*  the  cai'rying  on 
of  their  business.    With  regard  to  the  repayment,  they 
shall  pay  every  year  a  convenient  part  of  the  suin  with  the 
interest. - 

Every  where,  in  the  whole  country,  the  same  princi- 
ples shall  be  observed  as  with  the  merchants  at  Kyoto  and 
Osaka. 

"Such  notes  as  are  yourl^  repaid  shall  be  destroyed 
in  the  Kaikeikyoku.  -(^ 

"From  the  money  lent  this  year  between  the  first 
and  seventh  month  exclusive,  ten  pei;cent  shall  be  returned  #. 
at  the  end  of  this  year;  fi'ora  tlie  money  lent  between  the 
seventh  and  twelfth  month,  only  five  per-cent. 


"^^  y   4*t"  Judicial  District. 
T,/  ^   X^   Bureau  for  Finance 


i::  - 


"In  this  manner,  accoi'dmf];  to  the  will  and  decision 
of  tiie  EmptJi'oi',  a  substitute  shall  be  created  for  tlie  waitin^i 
coins.   Nobody,  therefore,  ougl^t  to  censure  this  measure.  As, 
hov/ever,  the  loans  are  contracted  in  notes  and  are  to  be  re- 
paid  in  notes,  no  exchange  (against  cum)  shall  take  placdVi-) 

According  to  the  (text,  abovei.  'the  sole  object  of 
issuing  the  paper  money  appeal's  to  bef/rt.o  create  a  sure  basis 
for  the  prosperity  of  the  country".    But  if  this  were  the 
only  object,  v/o-  enn   not  understand  why  the  measure  v/as  adopt- 
ed just  at  that  time,  foi*  the  government  knew  that  the  over- 
issue of  the  clan  notes  had  already  caused  their  value  to 
fall  to  i-%*  lov/est  limit,  that  the  people  would  refuse  the 
cii'culation  of  paper  note  of  any  kind,  and  that,  consequently, 
it  was  impossible  foi*  the  government  to  lay  a  sure  basis  for 
the  prosperity  of  the  country  by  introducing  a  mediui^  of  ex- 
change  v/hich  the  people  dislike   and  refuse  to  circulate. 
Kence  thei*e  must  have  been  some  other  impulse  fey- which  the 
govei-nment  was  driven  to  adopt  the  measure  at  this  unfavor- 
able  time;  namely,  the  oof  lai  tnii  y  of  ^rim-  measuy^  to  meet  the 
expenditure  of  the  government.   This  is  cjear  from  the  facts 


ITUI)  Translation  is  given  in  American  Exeoxtive  Document.  Dip- 
lomatic Correspondence,  lB6Pj-C>9\-^,-19  5- 0,  -  IG  - 


mentioned  in  the  l'ore,'50in,j;  pages. 

We  must  not,  however,  considei'  that  the  object  stated 
in  the  text  was  a  mere  pretense  of  the  fjovernraent^  wi  ttiout 
a-ny  purpooc  of  putting  Die  measure  into-  actual  operation-. 
It  was  fr^S^iT^t  that  as  the  capital  ^   the  coiintr*y  was  not  suf- 
ficient for  the  M^-rowin^-  industry,  theyhdci  tn  inf^poucio  dt 
ieae-t  the  usefulness  of  tha^  capital^  in  comw  way,  in  order  to 
extend  tTt«  national  industi-y.    Moreover,  the  familiar  maxim 
KKim  that  ''when  a  people  becomes  rich,  the  King  thereof  will 
also  become  rich"*,  still  remained   in  the  minds  of  the  offi- 
cials of  the  i-.mpire.    Under  these  influences,  the  ^overnnent 
sought  to  assist  the  people  who  were  not  able  to  extend  theii 
business  on  account  of  scarcity  of  capital.    Quoting  the 
words  of  Mr,  Mioka,  tlie  originator  of  the  scheme,  "During 
the  Keio  i'eriod,  the  Tokugav/a  government  follov/ing  the 
Western  system,  had  issued  ^   paper  notes-B-f.   I  thought  then 


that  4J*«  notes  woul::  nevei*  benefit  the  country  but  rather 
hurt  its  industries;  the  more  paper  notes  issued,  the  poort^r 
country  Japan  will  bo,  for  the  object  of  the  Tokugawa  govern- 
ment  in  this  <«oasure  was  i^er-  the  treasury  only,  not  for-  the 
benefit  of  the  people.    Tliie  is  conti*ary  to  the  true  end  of-o.^^ 


currency  and  -fe-o  th-i  pi-inciplds  of  political  econoiny.-v-v-'-v^ut 
our  object  was  diffei-ent  fi'oni  tliis;  it  was  to  aid  the  oeople 
who  had  no  means  ol'  carryin-j  on  industr„  I!  M')"  Ar4  that  th^ 
govei'i-'..iianit — intendoeJ — t-(±-^mrrz — 0?^  ti^e  !J<;heTno  uc  citat.jd  in  the 
t»^oclaiiiat  ion  oun  bo  ouon  I'l'om  itu  anLserruont  a-ei-run.    Soon 
after  the  proclamation  was   pi-oruulgat ed  ,  the  .government 
established  tjie  bureau  of  Trade  and  Industry,  and  took  -t^e 
i n't ori^c ring  me eifsur-e— -i-ft- 1 ndu s t r y  and  commerce.  -(-Si-  It  is 
also  true  that  in  accordance  with  the  clause  in  the  text,  th  ; 
govei'i-Uiient  loaned  the  notes  to  merchants  and  fanners,  althou,, 
thei'e  is  no  wa^^  to  itnow  how  m^^ch  thej!u_^  received.   4^^'  <fn 
the  statistics  of  the  "Governxnent  Revenue"  foi-  the  second 
fiscal  term  (Jan,  I8e9-Sept.  1869)  v/e  find  an  item,  "Repay- 
ment of  Industrial  Loan"  wliich  amounted  (for  that  year)  to 
4,49  6,009,000  ven.    Thus,  it  is  evident  that  the  object  of 
the  govei'mnent  was  two- fold  ;   to  defray  tlie  expenses  of  the 
government  and  to  inci-ease  the  national  capital,   "There  was 
moreover",  says  Count  Okuma  in  his  "Review",  "a  dtficiency  of 
capital  in  the  country,  and  as  only  a  very   short  time  had 


'^' "  ^  J^   Ml',  Mioka's  adai"et>b  quoted  m  l.'.ci-Ji-Sui-Si:i ,  Vol.  I. p. 11^ 
^  ^^  ^t^  Mei-Ji-Sei-Shi,  Vol.  I.  p.  121. 


elapsed  since  the  Restoration,  it  'Yoiila  have  been  impossible 
for  the  {government,  during  the  first  five  or-  six  years  of  it£ 
existence  to  i-aise  sufficient  funds  by  way  of  internal  loans 
to  meet  its  expenditures.    Undei*  these  circujnstances ,  a  re- 
sort to  the  issue  of  a  paper*  currency  became  absolutely  un- 
avoidable.  irH     -Aiid  that  omission 


of  the  issuing  paper  moh-e^can  be  jus 
it  mi^ht  have  been  dangerous  to 
organized  government 
exposed  to^,-t^lepublic  at  the  time  of 


y  the  fact  that 
existence  of  the  newly 

rassment  had  been 
(2) 


"'  jU^  Ok  Ulnars  J^eviev/*  p^ . , 
-fgl  ^Af  T  ervmrds  five  other  kinds  of  notes  were   issixed  and 
circulated, the  genesis  and  characteristics  of  which  will  be 
considered  in  Chapter  III. 
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CHAPTER  II. 


-  :  -   CIRCULATION  OF  THE  PAPER  MONEY . 

5htt3s  j^he  proclajnation  v/as  me^  with  the  viow,  that 
the  notes  w^«?d  be  oirctilated  as  soon  as  t-hey  we-i-e  prepared. 
Mr.  Mioka  and  his  subordinates  v/ere  busily  ene:a^;ed  in  the 
preparation  of  the  issue.      In  summing  up  the  work  and  the 
dil'ficulties, these  officials  had  to  paao  through,  Mr.  Mioka 
says : --"Since  the  dr^y  of  my  appointment  to  tiiis  important  of- 
fice, I  pledged  myself  to  labor  for  this  great  project  of  the 
government  j^ft^t  as  hard  as  my  strength  woiild  allow.    Yet 
an  unexpected  difficulty  v;as  the  increase  both  in  tr.e  number 


and  influence  (gf  the_ma£.surfl /of  the  opponents7.    They  employ- 
ed  many  assassins  and.  tried  to  take  my  life,  thus  to  check 
the  completion  of  the  issue.     I  did  not  care  so  mucli  for 
my  life  as  for  the  plans  of  the  government,  for  if  I  fell  un- 
der the  dagger  of  an  assassin,  the  v/ork  v/e  had  undertaken 
might  ne^'er  be  accomplished.    On  the  other  handj  the  messen- 
gers from  the  battle  field  came  as  often  as  three  times  a 
day  ,  and  brought  urgent  pleas  for  re6nf orcenents .   In  tliis 
dangei'ous  situation  v/e  were  placed  and  v;e  v/orked  day  and 
nighty  until  most  of  tlie  required  amount  v/as  prepared.  Vt 


-HH- M"i-Ji-Sei-Shi,  ^^ol .  I.,  p.  lin.  _  19  _ 


On  May  9,  18fi9,  the  notification  of  the  central 

\) 
govornnent  was  issued  stating,  "The  i)aper  currency  which  has 

been  decreed,  will  be  circulated  from  May  15,  18fi9.  -t±i 

VHien  the  time  fixed  for  the  issue  of  the  paper  noney  ap- 

proached  ^:^tr^   opponents  increased  their  efforts  ,  and  finally 

compelled  the  go'^rernment  to  postpone  the  issue  m^ — liio  papar 

&ui^'«jnoy .    These  opi^onents  were    not  among  the  traders  and 

trie  merchant  class,  but  were  found  amonf;  the  Daimyo^s  and 

Satnrai  clasiies.    The  ch/e^f  cause  of  this  tnannuro  nn^^  ha-<'e 

been  the  interest  of  these  classes  viho  v/ere  benefited  by  the 

circulation  of  the"clan-notes"and  whose  interests  night  be 


eipnered  by  the  circulation  of  the  new  paper  .money .    To  u.n- 
der stand  v/hat  ombnpaooing — positiron  thoy  were  placeci — tfi-,  v/e 
again  refer  to  the  vords  of  Mr.  Mioka  himself,    He  says  :-- 
"In  order  to  begin  to  circulate  the  paper  money  fr  la  the  date 
fixed  by  the  decree,  wo  h?d  made  all  ar-rangement s  for  this 
puri)ose.     It  v.^as  not  an  easy  task  to  make  such  preparation 
at  the  time  when  v/e  had  no  telegraiih  system  anr'  no  ruch  rapid 


^(DKempo-Rui-Hen,  Vol.  IX.,  p.  ?.r . 
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distribution  of  nail  as  we  have  now.    When  all  the  prepa- 
rations v,\'re   nacie  and  it  was  our  intention  to  etv^v±?rtG~fyoM 
the  next  day,  to  our  great  surprise  and  disappointnent ,  an 
order  of  postponement  reachecf  us.       Indeed,  this  v^as  a 
very  vexing  question,  for  there  v/as  no  v/ay  to  stop  the  cir- 
culati  on  because  v^e  had  already  sent  the  notes  out  to  tiie 
principal  cities  and  tovms  ordei-ing  the  local  authorities  to 
distribute  themj^even  if  v/e  sent  out  messengers  to  these 
places  ,  they  could  not  reach  the  destination  before  the  time 
assigned  for  the  issue.     I  explained  this  difficulty  to 
the  authoi-ities  and  they  did  not  know  v/hat  thoy  could  do>7^ 
The  question  was  how  to  stop  the  circulation.    I  told  thorn, 
there  was  no  way  to  stop  th.e  circulation  of  the  notes  vrhich 
were  sent  cutout  I  had  one  plan  to  stop  the  circulation  of 
those  m   our  hands  without  altering  tiie   decree  and  v/ithout 
weakening  piiblic  confidence  in  the  government.    That  v^as 
to  set  the  Ni-Jo-Jo  (a  building  vrhere    the  paper  notes  ytreve 
stored)  on  fire  and  destroy  the  notes;  and  then  I  wo\xld  kill 
myself.     Thus  trie  government  could  announce  my  conduct  and 
could  i)osti)one  the  circulation  without  injuring  the  dignity 
of  the  administ  i-ation.  "  Hr) 


v3  l44''1k«ei-Ji-Sei-3hi,  Vol.  L,  p.  11 


Thus  the  problem  of  the  paper  currency  returned  to  its  oric- 
inpl  status,  by  the  O!i])ositjon  of  the  nobility  and  the  sol- 
dier class.    Rut  the  condition  of  affairs  vraa    so  critical 
that  Prince  Iv^akura  said  :-»J"If  no  notes  are  is:-aed,  the  sol- 
diers  on  the  battle  field  v/ill  starve^"  se- the  anti-paper 

currency  party  -oould  not — .'.uecood  in  itc;  oi)])or.it  j  on,  and  the 

/^.^^^ 
COverninent  ordered  Mr.  Mioka  to  go  on  v/ith  his  work  and  in- 

a-infeod  strongly  upon  the  lav/.    Yet  the  opponents  made  such 

ft-  stubborn  resistance  &gainot  the— governinont  that  there  was  ^' 

one  instance  whore  General  Saigo  nocdod  "^to  go  to  Shimonoseki 

-^Ci^    with  an  army  in  order  to  enforce  the  measure^.     Tht*«-<i2-'^ 

through  difficulties  and  hindrances  the  first  paper  money 

*««  issued  fii9^. — ciroulatod  on  May  25,  1808. 

Now  that  v/e  have  considered  how  the  first  paper 

money  was  issued  and  what  difficulties   the  governiTient  had 

faced,  let  us  turn  to  the  results  of  the  issue  and  th-«n  to  ■ 'r. 

the  measure*  which  t:;e  goverruaent  adopted  for  th.e  circulation 

of  the  notes.      It  is  a  difficult  task  to  introduce  a  new 

institution  but  it  is  equally  difficult,  if  not  more  so,  to 

aaypy  through  the  scheme  ctartod  .vn^en  the  plan  of   issuing 

paper  currency  was  projected ,  t';e  administration  met  v/ith 


4-    (l)Mei-Ji-Sei-Shi,  "''ol-.  I.  p.  117 


nanifold  difficulties  owin^  partly  to  the  ignorance  and  pr-oj- 
udices   of  some  officers  against  the  plan,  and  partly  to'^n- 
definiteness  of  the  governinent 's  design.    But  fiow  vrhen  V /^ 
■tVio-y  ep.p'io  to  circulate  the  money  among  the  people, the  diffi- 
c^-ilties  became  more  serious.    Every  mercht-nt  and  tradesman 
refused  to  recei-<'e  it.     In  fact,  the  money  almost  ceased 
to  circulate  at  all.    The  causes  v/hich  led  ^Irio  poe;>lo  to 
this  general   refusal  v/c;re  as  follov;s:->  + 

First.    As  has  been  stated  before,  this  being  the  first  pa- 
per money  ever  issued  by  the  central  gover-nment^'-^espec  ially 
a  nev/ly  organized  government^*- *the  ]ieople  had  looked  a4-lthe 
measure  with  ve-r*y  little  confidence  and  consecixient-ly  vfith  sus- 
picion as  to  its  credibility.    This  Inclc  of  oonfidonoQ  i^ 
the  goverrunent  on  the  part  of  t'le  people  v^as  the  principal 
cause  of  tne  failure  in  circulation. 

Second.   At  that  time,  the  monetar-y  system  of  the  clan  gov- 
ernments was  dre{>perat6ly  corrupt;^,  and  the  central  authority 

•being  busied  hr*-   the  pof orms  of  l;hei-r  own  administrative  or- 

^^ 
gans  and -b^  the  effort?  to  suppress  th.e  ftebellion  in  the  North, 

^^ 
was  not  able  Wreform  Hr.    These  ^clan-governments  *  changdd 

theffpaper  currency  ver^r' frequently ,  destroying  old  and  issu- 
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ing  nev/  notes,  whenever  the  chance  v/as  benefiRial  to  their 
ti'easury,  without  tregard  to  the  tiul'fe -^inp;  and  loss  of  the 
people.     Through  this  arbitrary  financit-l  management  ot- 
^he  governments,  whenever?  trhir^   alteration  took  x)lace,  the 
peo])le  suffei-ed  great  los^i.    Naturally  they  looked  upon  the 
central  govai-runent  '  s  notes  in  the  same  light  as  thejrH^ts?^ 
l^KJ  k  G  d.  OR-— &h«  clan -notes,  and  ha.d  no  confidence  in  the  nev/ly 
introduced  medium  of  exchange. 

Third.    In  addition  to  these  general  causes  there  v/?.s  a  more 
specific  and  immediate  cause,  namely  the  mdef initeness  of 
the  clalise  of  the  act  of  Isr.S.    The  act 

definite  stateinent  ^  the  limit  of  the  issue  and  the  method 
of  redemption,  oxciopt  the  follov/ing;  "such  notes  as  are  year- 
ly repaid  shall  be  destroyed  in  the  Kai -Kie-Kyoku  (Bureau  of 
Treasury) "  ..(-iT  How,  although  it  Wc.s  stated  that  the  object 
of  issuing  the  ]i-a.r)er   money  was  to  lay  the  f  oundr.t  ion  of  na  - 
tional  p'-osiierity ,  yet  the  people  knew  that  the  real  object 
v/as  to  make  up  the  deficit  of  the  public  expendi'ure.     It 
was  clear  t'lat  the  money  lent  to  the  people  might  be  redeemed 
at  the  end  oT   thirte'  n  ye-rs.    But  the  people  questioned 


h9\r   the  governnent  woiilcl  nanape  the  paper  money  issued  foritr;  '- 
■ttte  use  &f  the  cQ^^^^^"J^t>rtt . 

These  causes  together  v;ith  other  minor  matters 
brought  the  value  of  the  T)ai)er  money  down  to  i^^s-  minimi.ini. 
Thirs  depreciation  bep;an  literally  vath  its  issue.   Evory 
pjei'chants  in  cities  refused  to  receive  it  ^^rc    its  I'ace  value, 
and  the  people  in  rural  districts  refMsed  to  take  it  at  all. 
In  consequence  even  in  the  three  business  centres  of  the 
country,  sueh— .a^i^  Tokyo,  Osaka   and  Kyoto,  it  vras  used  only 
at  sixty  pe>'  cent  discount.  (^     In  the  provincial  districts, 
it  w«^  not  circulatejj  at  all. 

Hov/  the  f^overnment  faced  such  difficulties  and  phhi- 
s^^ed  them  is  our  next  consideration.      One  of  two  measures 
the  goverrmient  v/as  obliged  to  ador-t;- either  to  abandon  the 
plan  altogether  or  to  enforce  the  act  v/ilh  power.    No  mid- 
dle covirse  was  left.    Bnt  J.t  was  impossible  to  adopt  the 


first  course,  on  account  of  the  critical  period  of  finance, 
which  h;  s  been  repeatedly  intimated.    Hence  the  second  com* 
vfMj^  the — fm-ly  ontf — to  whioh  the— government  e-enA^^^soy^-.   In 


^(1)  Mei-Ji-Sei -Shi  ,  VqI  .  i,  p.  po;; 
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orcltir  to  remove  the'sc^^ difficulties  and  prejudices,  th.e  gov- 
errunent  took  vpa-ious  measures,  oft^re  aoiiealin^';  to  the  patriot- 
ic sentiment  of  the  peorile,  agi-dn  seeking  to  secure  co-oi)era- 
tion  by  tire   words  of  threats  and  perse-etHrion,  But  these  failed  in 
creating  sufficient  confidence  in  the  minds  of  the  people  to 


sired,  and  the  value  of  the  money  v/as— eonatantly  falling-. 
Thi-s  depreciation  occasioned  the  i'ox'mation  of  an  "exchamj:e- 
comi'iission  House",  whei-e  the  paper  currency  was  exchanged  for 
specie  at  a  cej-tain  discount.    This  institution   intensi- 
fied  in-^h^-iu-fte-QplQ  their  dislike  of  the  paper  notes. 

The  government  v/aci  obliged  to  tako-a  f  oi't;  mg  action, 
prohibiting  "any  person  or  persons  from  fixing  any  ratio  of 
exchange  of  paper  for  specie"  and  ordering  that  the  violation 
of  the  lav/  should  be  judged-  on  penalty  of  punishment"  .-ft-) 
This  measure,  however,  did  not  prevent  the  depreciation  of 
the  ])aiier  notes,  rather  incrwased  the  jieople's  distrust  of 
the  action  of  the  government.    The  next  step  to  open  a  way 
fo''  the  distrusted  currency,  v  as  to  create  a  demand  for  the 


7  ^ 

/-fir)Kempo-R  li-Hen,  VqI  .  IX,  p.  ?.n 
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paper  money.  This   ai»pQarcd    m   the    forin   of  a   proclama- 

tion  that"all    teoces   shall    be    payable    in   the    paper  mpney      con- 
currently   with    coin,    j-titg^    ab  iiiimh  -y.-s-pract  icable"    (1)         Now 
t-har^    fi   'Try   f''^^^    ^- 't'    n  i  vf.Liij.4^>f'>n    of    the  -notes  Wxte— opened-  the^' 
eT:>-alil   find    nomg  domanet   and   oonsequontly   tho   vnlrtte-TTTrs    raised-, 
yet    they  wey«    circulated   at   twenty   per   cent  discount.  The 

second   i^rcmt'^   act   v^asy t he n /ad op t ed ^ 6rd or in^   that    "any   one 
v/ho   should   refuse    to    circulate    the   pajaer  money   should   be    re- 
garded  as    one   who   resists   and  denies      the    Imperial   Order." 
But    notwithstanding   the   enactment    of    this   -^ttie ,    the  people 
refused    to   receive    the   paper  money,    and   there   v/ere  many  who 
wore  -impi'iconod ,    b&in^^    charged  vrith  violation   of   the  law«i,-^  — 

Thus,    although   the   government   exercised    its   yiower 
in  Boaoiblo   ways ,_  fog   the    circulation   of   the   government   notes 
the   natural    course   of  event i   could   not   be   prevented   by    tho 
ar    1  j'n  '  j.!   im^-.-rvi r-^r  ,    and    t}ie   people's  dislike    for    the   paper 
notes   became  greater   and    the   fall    in  value   of  paper  money  yfft* 


frtill    eontmuing.  This   com])elled    the   government    to   tt^.ke  ^^^i^- 

an  altogether     different    policy   from  what    it   had   taken   bef ora 


;     (1)    Kempj -Rui  -Hen,    Vol.    IX,    p.    26. 
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The  forner  decree  which  had  prohibited   the  fixing:  of  a  ratio 
betweon  specie  and  paper  v/as  repealed  and  a  nevir  decree  which 
pei'initted  the  use  of  the  paper*  money  accor-ding  to  t^^te  market  val- 
3  'jas  low  promulf^ated .   With  the  announcement  of  this  lav/ 
those  7/ho  v/ei'e  imprisoned  as  the  violators  of  the  former  de- 
cree  were  released.  But  this  nev/-  act  §av^^Qd  differ- 

ent valued'  in  different  parts  of  the  country  and  there  v/as  no 
v/ay  to  estimate  accurately^he  income  of  the  ^ove  i-nment . 
Therefore,  the  govejTiment  issued  a  decree  vmich -s^t^t-e*  that 
'all  the  taxes  and  dues  should  ^   paid  in  the  paper  money  as 
v/ell  as  specie  in  the  ratio  of  one  hundred  and  twenty  i-io  and 
one  hundred  r-io ;  that  the  government  v/ould  pay  its  outlay 
With  the  paper  currency  -tn-  the  average  value  of  ten  days 


V      -    -'^ 


in  c  month."  (1)  Hki   sooner    than   this  decreo  v/as    issued,    iii*w ->- 

value    of   the  paper  money   began   to  fluctuate    so  greatly    that 
the  government,    before    the    onaotmont   v:as    put    into   operation, 
was    forc-.^d    to   amend    the   decreo   and    to    change    the   last    clause  ,i^-.  ovi^ 
tj8''"all   go^'ernment    outlay   and    salaries  v/oxild   be   paid    in  paper 
money   with   the    ratio   to   specie      stated,    namely,    one   hundred 


? 


(1)    Mei-Ji-Sei-Shi,    ^^ol.    I.,    pp.    205-P.06. 
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and  twenty  of  paper  to  one  hv\ndrecl  of  coin."  -{±f-         Wint  v/po 
the  I'jnult?    The  peo])le  stil  1. ^  oo  ntinued  rtffusinc  to  receive 
-i^;  all  kinds  of  business  fell  into  a  state  of  staf^nation;  an 
some  of  the  wealthiest  merchants  closed  their  doors  and  many 
smaller  houses  were  draci"ed  down  by  their  fall;  the  distrust 
took  hold  of  the  public  mind  and  commercial  credit  was  great- 
ly injured.  ^ 

In  1869,  VrEi    government  determined  to  bring  -Hr  up  to 
par  and  in  April  of  that  year  rescinded  the  Ifist  decree  and 
enacted  that  no  difference  between  coin  and  paper  money  shouli 
be  established,  announcing  furthermore  that  not  only  the  vio- 
latoi's  of  this  law  should  be  punished  but  also  the  head  of 
the  province  of  vmich  th.;  transgressor  was  a  damoil^.^he  gov- 
ernment also  prohibited  any  exchange  of  paper  money  for  coin 
except  t£e  cases  where  ihe'^change  v;as  an  arltornato  nec.-ssity. 

But  the  natural  course"  could  not  be  stopped  and  the 
tendency  of  the  public  will  could  not  «o,-l.i — f-rtHr  be  checked 
merely  by  mtdrfeitudinouc  legib-lat lono'  and  edicts,  if  they  v/oro 
not  rightly  av)plied.    Thufs ,  v/hen  the  go'^'ernment  tried  to 


/  (5  -W-  Mei-Ji-Soi -Shi,  -"^ol .  I,  P.  20r>. 
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raise  the  valueiby  p''uhibi1.inc  the  establishment  of  any  mar- 


ket value  ipf  the  paper  money',  the  value  thereof  fell;   when 
it  was  ooininanded  that  the  notes  be  circulated  throi^hout  the 
empire,  they  returned  to  the  cities;  again. when  the  paper 
money  was  ordered  for  use  in  daily  transaction,  it  lost  the 
quality  which  would  make  it  the  standard  of  value  and  conse- 
quently/ of  adjustment  of  y-rices.    Hence  in  Jiine  1869,  the 
goverrir-.ent  was  forced  to  issue  the  decree  making  the  paper 
currency  redeemable  in  thirteen  years,  anno'Jinc  ing  that  either 
it  should  be  redeemed  in  coin  by  the  end  of  1882,  or  if  that 
v/ere  not  done  inte>'est  at  the  rate  of  six  per  cent,  should 
be  i9^*t  upon  the  v.rhole  amount  in  circulat  ion.'HiH     It  also 
announced  its  intention  fr^  abandon,  the  issue  of  large  quanti  - 
ties  of  jifiper  money  which  had'  been  contemplated  and  "t^  de- 
stroying the  machinery  that  had  been  erected  for  that  purpose, 
and  further  that  any  one  found  oi'fering  a  discotint  upon  paper 
money  .should  be  fined.     The  thirteen  years  for^  vrhich  xt-^^^ 
wao  intondett—tc  bo  uao^  v/ere  shortened  to  five  year-st^  and 
the  maximum  amount  was  limited  to  the  existing  sixm  , 


/'   ftt  Count  Okiima's  Review. 
j-iC"^"^    Oo'int  Hatsukata's  Report  uf  1890,  p.  ol.'"), 
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32,500,000  rio.    Through  these  measures  stot-ing  the  max- 
ii'nun  amount  ,^fund  the  term  of  redemption^  t-he — stability  of  ra- 
tio of  exchanc©  of  paper   currency  v/as  established;  but  the 
fi. islike^  *«7S  still  i)revaileiaB  among  the  people  of  provincial 
districts.    Consequently,  all  paper  money  o-.-ano  book  to  the 

cities  and  specie  left  cities  for  the  rurr.l  places,  thus  a 

V   , 
scarcity  of  metalic  money,-'-  in  cities  resalti:«g  1  general 

prices  rose  and  the  people  in  the  cities  fell  into  sti]J 
greater  distress.     The  government  vainly  attempted  to  lev- 
el prices  in  the  cities  arid  provincial  districts  bj''  distrib- 
uting paper  money  according  to  the  amount  of  the  products  of 
the  farming  people,  and  en- -the— o-tho r  hand^  distributing  coins 
v;hich  gathered  in  the  country  places  among  the  city  people. "H:^ 
Thts^  plan*  being  unsuccessful,  the  government  v/as  forced  to 
v/ithdraw  the  paper  money  v/hioh  vm-s  thus  distributed. 

In  June  of  1870,  v/hen  the  Rebellion  v/as  suppressed 
and  the  people  began  to  know  the  policy  of  the  government, 
the  decree  vras  issued  that  the  prefectui'es  should  form  an  alli- 
ance to  circulate  the  paper  money.     This  waa  ca.*.-ied  on 
veif-y  successfully  and  from  ti.is  time  on,  the  way  to  the  cir- 


^  (  iXem-Po-Rui-Hen,  Vol.  IX,  p. 
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culation  of  the  paper  money  v/as  ^'iradually  opened,  until 
witnin  a  few  months^  it  -wae-  pasijed  at  par  (in  value)  with 
si)ecie  . 

Although  these  legislative  measures  4nust'  have  had 
■much  {.o  do  v/ith  bringing  the  value  of  tlie  c.u'rancy  to  that 
point,  yet  there  were  tv/o  oountoraot  mg  causes  by  v:"'.ich  the 
success  was  attained,  namely,  first,  the   increased  confi- 
dence of  the  people  in  tne  government;  second, tne  desperate 
condition  of  the  currency  system  of  the  Old  Regim^. 
l--V-vThe  der.reciat ion  of  the  paper  money  v/as  not  caused  by  ova" 
issue,  biit  by  the  lack  of  confidence  of  the  ])0ople  in  the 
£:overnjTient .    Honce  ,  v/hen  the  /fivil  yfar  was  over,  v/hen  the 
social  order  was  restored  and  the  people  understood  the 
plan  and  policy  of  the  government,  the  confidence  wa^  in- 
creased  and  tiie  o  iroulat  ion-  of  the-  notes  began  to  eporato . 
Motv/ithstanding  the  fact  that  the  issue  of  notes  v/^.s  greatly 
increased,  yet  the  value  rose  not  only  to  par  with  specie 
but  tiriT|'t»'^'^D  ^"^^^  lima.vmon  specie  v;as  exchanged  for  paper 
at  a  discount  rfi-f 


\tJ   4^  C  .unt  Matsukata's  Financial  Report  of  1890,  p, 
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-g--Thg    (:orvuviti»ii   ol'    the    em-i-ency   as'-atGi.i  ol'    tiia  .Ql^a— Ref;4ja4 . 
Z'At    the    close    of    the      Tokiigav/a   Regin^,    when   the   covernment 
was    in  -t^ve    stress   for   lack   of   fiunds    thoy  rneltcO — mrt   ;:oocl 
coins   anc*    re-comed   an    inferior  money  v/-ith   alloys.        Thus, 

<  A  J  J  ) 

■^hcy — inoroacod    t^.e    full    amount    of   currency   and  -^ooraacod    its 
real   valiie .        Moreover,    v;hen   the    central   pov/er   o:"   the    Toku- 
gav;a  government    bec£\me   v/eak,    each   separate   feudal    local 
go^'ernment   practiced    this   process   of   re-coinaf^e.         In   this 
v/ay,    when   the   Restoration  was   established   and    the   new  govern- 
ment  was   formed,    the    currency    system  v/as   grievously  "for   excss 
ivelyt:  corrupted,  jyil      ood    coin  was   either  stored    in   the 
treasury  of  wealthy  men  and  withdrawn   from  circulation,    or 
exported    into  foreign   countries*^  and   the    coin   in   circulation 
was   UP  thin.'- — J9i*t   e©-vTtHre-efei4>ed  money  which  had   lost    the 
quality   permitting    it    to   be   a   standard    of  ->ralue .  The    con- 

sequence  was    that    coin   of    the    same   denomination   Ccune    to   have 
many  different   valvies   according   to   the    quantity   of  t:old    it 
contai  ned  . 

In   addition   to  these    e«unt  j?'f  o.  ite<i]    coins    ,    the^o   were 
so   called    "clan-notes .  "-f*i      Soon   after   the   Restoration  as 


/>r'(-it'see    Chap.    III. 


well    as   before,    the    clans   needed   funds    to  no)uove — sorie    in- 
ternal  reforms   of   "clan"    r;ove  ••nrnetit*^     and    ovor-issaed   the 
notes   until    they  had   no  value.  Althouch   these    notes  v/ore 

circulated    onlj'  vAithin  each   clan,    yet    the    issue   '.vas  univer- 
sally  adopted    and    its   over-issue   affected    the   ti'ade    of    the 
wfiole    country.        Thus,    the    ]ieople    suffered   from  elcmblo   dif- 
ficulties;in  •fe'h^-   trade   v/ithin  a   clan,      they   suffer-ed   from 


over-issue    of   the    paper   currency   and,    in  -the    trade   v/ithout 
the    clan,    from   the    cii-cvilation   of   the    eountorf sited  money. 

rJLc 

■Now  Llie  cry  foi-  a  uniform  correct  system  of  currency  came 
from  all  parts  of  tae  Empire.     Just  at  that  time  ,  the  Im- 
perial government  announced  that  the  government  notes  would 
be  exchanged  for  the  r;ood  coin  and  t+t^-  uniform  monetary  sys- 
tem would  be  established  witain  a  fev/  years.   -9n  the^^^'otne'-r 
iirr«d-,  the  f:;overnment  succeeded  in  reforming  all  corruptions 
and  in  assuring  the  public ,of  the  fidelity  of  the  adminiatra- 
tiojU'U^th  the  confidence  in  the  government,  th.e  credit  of 

the    rfefuDc.^   of    ^^^»    '^/'i^.i 


paper  money  was    incre    sed    .  Thus^  th.e    rbfaoa^   of    the    "clan 

notes^  and    9-&nnterfe i tocV  coins   of   the   Old   Regime   v;as   tvirned 
to    the    s.ooow'tfLnoe    oi'    the    ne;?   governinent    notes. 
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;-:iNDS  OF  THE  ^AP£R  MOifB¥'. 


^Then  the  Imperial   :overiiriient  be^an  its  administra- 
tion, tlie  prevailiui^  paper  money  v/as  the  so-called  Hansatsu, 
(Clan  Notes),  which  had  teen  in  use  since  the  seventeenth 
century.   With  the  new  adiiiini  strati  on,  a  nev  currency  sys- 
tem v/as  instituted^  undei*  v/hich  there  was  anotliei"  issue  of 
paper  money,    Thi._  nev;  paper  money  vas  03"  tsix  kinds,  namely 
l^^vThe  Dai-Jo-Kwan-Satsu  {Govern:uent  I^otes)  ,   2+-*The  Mim  -Bu- 
Sho-Satsu  (Civic  Department  Notes) ,3--0-Kura-Sho-Da-Kwan-Sho-Ken 
iTreasury  Convertible  Notes),    4«-*-The  Kai-Taku-Shi-Da-Kwan- 
Sho-Xen  (Colonial  Departi  lent  Convertible  I.'otes)  ,  54  +  Shin- 
Shi-He  (New  Paper  Money) ,  6--Kai-Ryo-Shi-Ke  (Improved  Notes) . 
Lot  uc  pi'ooeod  to  ctudy  dliese  var-ious  notes  ouoooooively. 

Han-Satsu^"  In  the  period  of  the  I^wani-Eun  (1661-73), 
Matsudaira  Tada  Masa,  the  Prince  of  Fukui ,  having  suffered 
financial  embarrassment  after  proclaiming!;  that  the  Tokugawa 
20vernir.ent  had  not  fulfilled  its  promise  to  gi'ant  him  ad- 
ditional territory,  persuaded  the  Shogun  to  iiive  permission 
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I'or  the  issue  of  clan  notes  to  be  circulated  v/ithin  his 
t e'-vitoi'j''.  This  was  the  oi'i(-,iii  of  clan  notes,  which  wefe 
circulated  until  the  abolistiment  of  Hans  (clansjin  1B72.  In 
the  Gen-Roku  (1688-170;:),  many  South-westei-n  provinces  fol- 
lov.'ing  the  Fukui  experiment,  issued  a  silver  note^to  a  con- 
siderable extent.   S-inoo  that  time  the  feudal  nobles  who 

suffeivyf rom  financial  dif ficiilties  have  adopted  this  measur> 
^  .0 


as  tho  only  r'jliof  -ol  thc/rprovinces  from  ^hoif-  embarrassir.ent. 
Althou^^h  the  Tokugawa  government  objected  strongly  to  sur- 
rendering the  exclusive  ri^^ht  of  coinage,  it  was  compelled 
to  grant  this  right  to  a  few  Raimyos,   Nov/  to   restore  the 
right,  "in  1707(Hoyei  IV)^the  government  prohibited  the  further 
issue  of  all  such  money,  in  terms  v/hich  seemfi/^to  include 
aleo  even  the  oubooquon-t  circulation  of  what  had  been  already 
put  forth.    In  1730  (Kyolu  XV)  it  was  found  necessary  to 
repeal  this  prohibition,  tho  objoot  buing  to  bolster  up  the 
price  of  t4*«  I'ice.   The  permission  applied  to  gold,  silvei* 
and  copper  bill5  equally  ,  and  was  to  continue  f-civ-   Ui«-Daimyos 


(1)  Thia  idea  of  paper  money  was  introduced  from  China  where 
it  had  existed  since  the  Dynasty  of  Kan.  Mei-Ji-Sei-Shi. vol  I 
p.  367. 
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of  200,000  Koku  or  ,  ore  for  twenty-five  y-^ars,  but  "for  those 
of  sraallei'  estates,  for  fifteen  years  only.    In  1755,  the 
license  was  restricted  to  silver  bills  only.    Subseq^ient 
le^^islation  merely  declared  the  policy  of  refusing;  to  tjrant 
it  to  daiiniattiS   other  than  those  already  possessin^j  the 
privilege"^  tti  .   At  the  close  of  the  Toku^^av/a  ^over-nment , 
many  fiefs  issn.ed  more  paper  money  than  the  law  allowed  and 
some  of  the  daimyos  issued  without  any  permission  at  all. 

These  silver  notes  v;ere  of  many  denominations.  In 
FuJcui  (Etsu^en),  for  instance  where  the  earliest  issue  of 
clan  notes  took  place,  the  denominations  were  1,2,3,5,10,50, 
and  100  momme.    It  would  seem  that  none  of  the  issues  were- 
in  name  irredeemable,  although  the  actual  value  of  the  notes 
was  more  c»'  lesc  affected  by  the  pecuniary  condition  of  the 
fief.   Some  of  the  laore  opulent  daii^iy^os  established  at  Osaka 
banks  for  the  redemption  of  their  issvies  and  in  consequence 
their  notes  had  a  larjje  circulation  outside  theii-  own  feifs. 
Various  ^r'ifices  -ver..  resort  .d  to  fov  inducin -;  *he  accep- 


Z_v/-(^  Transactions  of  tiie  A.siatio  Society  of  Japan'f'Vol.  XX. 
Supplement^,  p.  168. 
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tance  of  tjie  paper  money.  For   instance,  tiie  Prince  of  Lizen 
ordered  that  foi*  100  mornme  of  silver  coin  101  moimne  of  notes 
v/ould  he   t^iven,  while  for  102  monuue  of  notes ,  tliece  yould  be 
jiven  only  100  iiioniuie  of  silver.     It  will  easily  be  under- 
stood that,  frorr:  the  scarcity  of  coined  money  under  the  Old 
Regimfe,  the  Daimyos  in  many  cases  felt  themselves  compelled 
to  increase^ircuT^^tion  by  issuing;  paper  money.   In  other 
cases,  the  necessity  arose  of  defendinf^i  their  own  fiefs  from 
the  papor  money  of  adjacent  fiel"s  by  following  the  example 
of  their  neighbors , and  thus  preventinj^  a  drain  of  their  ovm 
coin.  But  there  were  many  cases  in  which  paper  money  was  re- 
sorted to  merely  as  a  means  of  escape  fi'oni  pecuniai'y  embar- 
rassment which  both   the  tqxes  and  the  official  money-lenders 

3 

were  pov;erless  to  relieve.  (1)   At  the  time  of  the  Restora- 
tion,  tht;  over-issue  of  tiie  paper  notes  reached  its  maximujn 
and  consequently,  the  fall  in  the  value  of  the  notes  was  con- 
sidei'able,  its  exehani^e  nolTos  bfcing  one  ei^^hteenth  of  ^ola. 
Thus^the  clan  notes  came  to  be  oi"  scarcely  more  value  than 
waste  paper.    ".'hen  the  new  goveriiment  issued  paper  money 


(1)  Transactions  of  the  Asia^if*  .'Ar /■  i  Mt  -  nt  J. nan,  Vol.  XX 
Supplement,  p.  169 


the  clan-notes  mter'l'ei'ed  greatly  with  its  caicjI-  x'j-..        ne 
two  notes  could  not  exist  to<;ether,  for"  as  the  circixlation  of 
one  was  extended,  that  of  the  other  was  necessarily  contract- 
ed,  Wlien  the  Han^  (clans)  v/ere  abolished  and  the  country 
was  redivided  into  prefectures,  the  chief  object  of  the  sov- 
eiTj-riont  v/as  the  centralization  of  power.    This  inciuaed,  of 
course,  the  ri^ht  of  coinage.   But  the  existence  of  the  clan- 
notes  v/as  contrary  to  the  object-  oi'    tri-*   centi-ali^at  ion  of 
government,  for  at  tnat  time,  th.ei'e  were  in  circulation, 
many  inconvertable  curi'encies j  issued  by  fe4*e-  different  au- 
thorities,   Moreover  this  was  not  only  deti'imental  to  the 
commerce  and  industry  of  the  country,  cut  it  aJ'f ect  -d  direct- 
ly the  finances  of  the  government,  because  since  the  clan 
notes  were  legal  tenaer,  the  gove)*nnient  v;as  obliged  to  ac 
ccpt  them  whenever  presented  for  taxes,  dues,  etc.,  while 
the  clan-notes  could  not  be  used  thi'oughout  the  country i  but 
only  witliin  certain  feudal  territor-ies. 

For  these  reasons,  as  early  as  1^70,  t)ie  govcTu.ent 
ftuo4:^C'?(  L  ii>r.'-,iviirQ  fr\v   the  managetnent  nl"  tlie  clan-notcs.   At 
first,  the  government  issued  an  order,  prohibiting  the  cir- 
culation of  tlie  notes  issued  without  tne  permission  of  tne 

Shogunate,  and  thc.se  issued  after  the  Restoration.   Secondly, 
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all  furtlier  issue  of  notes  and  bills  sitnilai*  \o    the  clan 
notes  Wcis  stopped  and  the  inanvxfacture  of  the  paper  wi+ich  was 
used  foi*  the  clan-notes  was  bi*ou,;;nt  unaer  direct  :j^overninental 
inspection.    Finally, the  government  attempted  to  exchange 
the  clan-notes  for  government  notes.    In  the  decree  issued 
on  July  14,  1871,  v/e  read,  "currency  shovild  be  of  uniform 
nature,  yet  heretofore  the  different  fiefs  have  issued  var- 
ious notes,  and  the  system  has  thus  become  heterogeneous, 
while  the  exchange  value  of  the  notes  has  become  exti'emely 
confusing.     Nov^  that  the  Kans  are  abolished,  these  notes 
should  be  exchanged  for  the  government  notes  according;  to 
the  exchange  value  of  to-day.  4^  Later  on,  it  v/as  ordered 
that  "sucri  plates  as  are  used  foi*  printing  the  notes  ,  and 
the  unused  material  shall  be  taken  by  the  autiioritV  and  be 
destroyed",  k'^ 

At  the  close  of  the  Tokugawa  regimfe  thei*e  were  244 
Hang  (''lans)  ,  14  Ken  (Tokugav/a's  direct  territory)  9  Hatamato 
(Direct  Retainers  of  Tnkugawa)  whose  issues  of  paper  money 
were  extant,    Tlie  notes  were  of  various  kinds,  and  of  dif- 
ferent denominations;  there  v/ere  1(394  different  kinds  and  the 

r  i^'jH-)Kem-Po-Rui-Hen  Vol.  IV.,  ]i.  25. 
'i'^  yi^    "   "    "    "  '  "    "   "  "   34. 
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aniotint  of  circulation  in  the  value  of  the  coin,  was  24,9:50, 
000  yen.        At  first,  the  governirient  ordered  the  Hans  to  liq- 
uidate all  the  notes  m  circulation  v/ithin  each  territory, 
but  owing  to  the  inability  of  tlie  Hajas  to  do  so,  the  govern- 
ment was  obliged  to  assume  the  liability  for  the  entire 
amount.    To  accomplish  tfee-i-irtitti^atlonr -<>-f  this  liability, 
the  government  determined  to  exchange  tive*€-  clan-notes  foi* 
the  "New  Paper  Money"  -fJi ,  thus  iinifying  the  currency  system 
of  the  country,    Birt— &©oft"-th-e--^^v«rmnent^  found  two  diffi- 
culties in  th«-way-  of  carrying  out  this  measure;  I'-vThe  het- 
erogeneous kinds  of  clan-notes,  and  the  existence  of  notes  of 
small  denominations,   2-i-The  absence  of  any  provision  for  the 
exchange  of  these  notes,   -GyrrTTs~~to  these  "difficulties^  ine 
government  was  forced  to  postpone  the  exchange  and  to  permit 
t4ie-«iPculati^'n—o4^-&^e' clan-notes  iov   a-w-fe^l^-a^-b^fe-p^ .   14ti3 
3ra€4^-me€i6uii«-,-herever,  creaired-r— discredit  in  the  clan-notes, 
n«4«i-th«tartding-  the  promise  of  th-e  government  to  exchange 
+4'^e-clan-note8  lor  the  newcin'rehcy.   The  abolishment  of  the 
Han  and  the  establislunent  of  prefectures,  created  A©i>8ieer- 
a-bie  confusion  m  regard  to  the  boundaries  of  teri-itory. 


(1)  See  p,  54. 
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since  he  old  Han  did  not  altogether  coi'respond  with  the 
new  prefecture,  and  consequently^  there  was  also  confusion 
of  tiie  limits  of  the  circulation  of  th«  clan-notes»  -This. 
fraused  the  ^depreciation  »if-i>h€e^ art-no tes.   To  overcome  this 
difficulty,  the  government  di=&trribut«d-t-lte~8Trit«dul-e  of  ratio 
between  the  clan-n^^tes  and  new  curx-ency  on  one  hand  and_,  on  the 
other,  -rt-  defined  the  boundary  lines  within  whicli  each  clan- 
note  should  be  circulated  j  for  example,  rrr— Hre—cuse  whei*e  an 
old  clan  nov/  came  under  the  jui'isdiction   of  more  r.han  one 
political  division, according  to  the  new  system, the  clan  note 
could  be  circulated  within  the  new  political  division,  al- 
though it  might  be  outside  of  the  original  clan  Jurisdiction. 
In  order  to  raise  th.e  value  of  tne  notes,  the  banks  were 
ordered  to  buy  in  the  notes  where  they  were  the  most  depre- 
ciated and  the  goverr^nent  ,at  the  same  time,  undertook  to  can- 
cel all  the  notes.    Such  notes  as  wer;  received  from  tne 
Hans,  eitiier  for  the  reserves,  oi-  for  the  repayment  of  in- 
dividual loans,  oi-  for  taxes^  or  dues  j  were  destroyed.    •  ut 
no--ttr<>v4^^-on'-belng  made  for  the  exchange  of  small  notes^leso 
than  5  sen  (cent)  ,  the  e^<Jhange  T^e?***— to^  be  postponed  until 
*Ja*  small  coin  could  be  be  issued. 

In  1772  when  the  whole  pi-ovision  for  the  exchange 
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of  clan-notes  was  made,  tVie  government  began  to  exchange  all 
the  notes  above  five  s_en  i'ov   the  new  curr'«ncy(ana  the  notes 
below  that  denomination  in  1874).   The  x'edemption  of  the  clan 
notes  was  completed  in  June,  1879,   Tliis  conversion  of  the 
clan- not -^rs  was  one  of  the  most  important  measures  undertaken 
by  the  new  govei'nment .    It  facilitated  the  free  exchange  of 
commodities  and  developed  the  national  economy,  extending 
the  circulation  of  the  government  notes,  increasing  the  con- 
fidence of  the  people  in  the  government,  and  finally, unifying 
the  cui'rency  system  of  the  Empire. 


Bai-Jo-Kwan-Satsu  tTT    (aover-ninent  Notes)  .    The  Im- 
perial  Jover-nrnent  issued  t4n-e  note  in  I808  with  the  inten- 
tion of.continuing  it  in  circulation  for  thirteen  years,  at 
the  end  of  which,  time  a-J-3~%iiee-e  -Re-too- wrore  to  be  converted 
into  coin.    Later  when  the  p«ople  began  to  discredit  the 
notes  and  their  value  consequently  fell,  the  term  was  short- 
ened to  five  yeax's.    If  the  notes  v/ere  not  redeemed  at  that 
date,  interest  at  the  i-ate  of  gX  siiouW  be  paid  upon  the 


whole  amount  in  cii-culat ion.    At  the  end  of  tiie  fifth  year, 
1R73,  witli  the  object  of  contractint^  the  circulation,  -tiv&y 
i-s-&tHid  "ronds  in  exchange  for  iwinsatau"  (paper  money),  by  "■•i^ 
w4:ii«h^-4-hay~^tt«€leirt-tKric- to  pay  oX  interest  on  all  amounts  of 
paper  currency  which  might  be  offered  in  exchange  for  these 
bonds.    But  as  the  credit  of  the  paper  currency  was  daily 
improving,  while  there  was  a  general  need  of  capital  for 
cai'rying  on  business,  there  was  very  ema4"i  dei.and  for  these 
bonds ,  Ktrreat 5u-vfei*e-  exekange*  -f^*-t'h-e  "New  Paper  •  Money"  . 
The  amount  and  denominations  of  the  Government  Notei^were  as 
follows:-- 

Kinds.  Amount . 

Rio  10  \x\\  Rio  23,032,000 

"    5    "  "  5,9  69,000 

"         1         "  "  15,485,000 

Bu         1         "  "  5,161,000 

Shu      1         "  "  1,050,000 

Th^?^  w-w^i^  issued   from  Iviay,    1868   to  December  -^i:  18  6^ 


Mim-Bu-Sho-Satsu    (Civic  Department  Notes)      This  was 
issued  "W the  ordinance   of  September   1869,    by    the  Civic  De- 
pal  ■      '•'""'  •-'  -    ------    -*  -^  - 


7  1/  ^^  -^-'' 

irtme'nr   (-U— aAd  ^eh«--k-irttde-«-f--th«  ..«iuxxeD-C^->^»'®  o^'   sniail   ^e- 

7(1)    Aftej'.'/ards    the^DeparJ;ment   was   divided    into  Finance  ,Intei 


nominations;  namely,  Two-Bu  (r>0  sen),  one-Bu  (25  sen^  two-Shu 
(12.5  sen)  and  one-Shu  ( G25  sen).  The  full  amount  of  the 
cui'fency  was  not  to  eEceed  7,500,000  Rio. 

These  notes  stood  in  the  I'elation  of  subsidiary  cui-- 

rency  to  the  ::;;ove."nment  notes,  i^jj-in  -the  deci-ee  «4«ti»g  the 

^  ',.,<'- ,-/  ■ 
object  of  the  issuer— w-w-.-;j^«a4;  "Ov/in-^  to  the  fact  tiiat  the 

existing  curi'oncy  consists  only  of  paper  notes  of  lar^^e  de- 
nominations, the  people  of  the  remote  tovms  and  villages  may 
suffei*  from  inconvenience  in  the  daily  ti'ansaction  of  business 
ilence,  .Jhe  Bureau  foi'  Commerce  v/ill  issue  notes  of  smaller 
denominations,  and  the  notus  of  larger  denominations  which  .. ; 
are  exchanged  foi'  the  smaller  shall  be  destroyed,  -Hr)  . 

T.ben»  ^the  question  *»y  ariseV -©*itc-e^  this  currency 
and  the  ^^overmnent  notes  wei-e  issued  by  the  same  centrol  s^^- 


and  the  other  the"Civic  Department  notes"?   The  answer  is 
tiii*^  that  the  government  i*eu-©d--*h»- proclamation  in  May  18GQ 

that  the  "amount  of  the  notes  will  be  limited  to  3,:-50,000 
Rio,  and  after  that  amount  is  reached,  ti;e  nlate  used  for 


d 


'    lor  and  Justice  Dvpartmerrt-g, 

I,  44-)   Kem-Po-Rui-Hen.    Vol   IX,    p.    40. 
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tlie  issue  will  be  des^troyed "    The  ij;ovei'nnient  could 

not  chanjje  the  pi-omise  thus  made  to  the  public,  »^gherefoy», 
t4io  •government-  ordered  the  Department  in  which  the  financial 
function  of  the  i^overnruent  was  exercised,  to  issue  these  sub- 
sidiary notes  in  the  name  of  the  depai'tiient.   The  total 
amoiint  of  notes  issued  of  the  various  denominations  was  as 
follov.s;-  - 

Denommat  ions»  Ainount  s, 

Tv^o-Bu  bill  3,383,000  rio 

One-Eu  "  2,407,000  " 

Two-Shu  *  1,093,000   * 

One-Shu  *  315,000  * 

The  issue  began  in  Septembei',  1869  and  -.ras  completed 
in  October,  1870",.aft4- in  October,  1880  Ui^/^with  the  [iOvern- 
ment  notes  ,were  "exchanged  foi*  the  "New  Paper  Money". 


0-Kura-Sho-Da-Kwan-Sho-Ke  n  (Treasury  Convertible 
notes)  .   These  notes  were  issued  by  the  ordinance  oi'   October, 
1871,  in  the  nan-?  of  the  Mitsui  Compnr.y.  -B)  T};-?  objec*  of 


? 


(1)  The  House  Oi  Mitcui  was  foundsu  eai'ly  ir.  ";.e  ivt..,  c  ntury 
in  Kyoto  by  a  man  of  that  name  coming  from  F.chigo  province  in 
the  West.   Contradictory  stories  are  told  as  to  which  o^^l^iQ 
family*fi  xnaetet»6  first  brought  it  into  prominence  by  his  en- 
-  45  -I.  .,.  !^ 


issuing  these  notes  was  t'vo-fold;  primarily  to  defray  iiovern- 
iiient  expenditures,  and  seuondaraly ,  to  buy  in  all  the  old 
coins  v/hich  were  floatint:  in  the  country. 

The  year,  1871,. marks  the  abolition  of  the  HaiKclan) 
and  thy  redivision  of  the  country  into  prefectures,i*ft€l-the 
administrative  sphere  was  cori'espondingly  extended,  pausing 
tl+«- ordinary  and  extraordinary  expenditures  to  be  increased 
to  57,730,000  rio.    On  the  other  hand,  owing  to  the  fall  m 
price  of  rice  4^  which  constituted  the  principal  source  of 
the  government  revenue,  the  income  from  both  ordinary  and 


ergy  and  skill,   Romance  has  colored  its  earlier  days;  but 
at  any  rate  no  long  time  elapsed  before  prosperity  began  to 
visit  the  house,  and  after  one  or  two  generations^ it9 4retmd 
i4-e-«3rP-wi*4*-~b ranches  extending  to  all  parts  of  the  country, 
t^he  chief  stores  being  six  in  nvunber,  on^  for  each  branch  of 
the  family.   The  hoiise  had  taken  the  name  of  "Echigo  House"  ; 
and  as  early  as  the  last  decade  of  the  17th  century  its  fame 
'.'/as  such  that  Kaempfer  was^attrtiCtoa  by  the  extent  of  its 
commercial  operations  fe^-maiee  special  mention  of  its  achiev- 
mcnts**, 

4 — ?hr^r.'SB:ct4-eft*--e#--th^-A«ira-ti.x^„J5i><^i»*-y^ -of  J apan )  Since  the 
Restoi'ation,  ti;is  house  has  acted  as  &  fin-^.ncial  agent  of  the 
government . 
j (j    (1)  In  1R71,  the  maximum  price  of  rice  '/as  4,32   yen  per  koku 
and  the  minimun  price  was  1.81  yen. 
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extraordinary  sources,  did  not  exceed  32,610,000  .en,  leav- 
ing a  deficit  of  2^'^, 120, 000  yen. 

To  make  up  this  deficit  t-io   measures  wer-r  considered; 
©nc 'TE^*-,  the  issiie  of  more     inconvertible  notes,  and  trn* 
o-HTei^--*tre  the  sale  of  the  coins  (Ki-bu-kin)  which  wore  de- 
posited in  the  Treasury   from  time  to  time.    M**  nciither 
of  these  rneasui'es  w^v-e  practicable;  foi*  the  former  would  be 
contrary  to  the  decree  announcing  that  no  further  issue 
aitewi-d  be  made  and  the  latter  vH>«.-i<i— b€  undesii-able  at  a  time 
when  the  government  was  planning  to  establish  a  new  coinage 
system.   The  value  uf  specie  foil  ve.'-y  low  and  the  people 
disliked  to  use  the  coin.   A4— 4iHrS -t-ime  the  sovefnr.ient  was 
■c-owp-eHre^— to  cather«lall  the  coin  possible  in  order  to  pre- 
pare  a  basis  for  t-h^^future  coinage,  so  that  the  sale  of  -tit*  *• 
ccin^the  government  already  possessed  was  not  to  be  thought 
of.    Hence  another  measure  was  sought.    This  scheme  was  to 
atithorize  tlaM-  oo-nftLdreft-t-Jbel  private  corarner-cial  house  to  issue 
notes  and  circulate  thaTi^  ^he  adoption  of  tliis  scheme  had  two 
advantagosifc^Xs'  the  government  could  succeed  in  raising  enouijh 
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to  meet  the  del'icit;  *^-A  large  quantity  of  specie  could  be 
collected  //ith  comparatively  little  expense. 

yj^  K^etho.d.  o.f  ^ssue  4^   The  Mitsui  Company  ¥mo  no 
moro  thati  a  government  agent   in  issuinj^  this  H«-t-e.   Wlienever 
the  Treasury  Department  wanted  money  jtiie  Company  received 
its  order  wi^tb— 41+e  reserve  equal  to  one  hcilf  of  the  amount 
of  notes  to  be  issued.    If  exchange  ±-^<rr  specie^  were  de- 

M&nded  and  the  demand  were  greater  than  the  •»tefrff«i»«  ^received, 

r  -^i  <- 

the  company  had  jm  right  to  deinand  more  of  the  govern:nent  |  / 

)^cco\ints  of  all  t+w-  transactions  wery  ^o— b^  sxibject  to  govert*- 
ment  inspection.     In  the  case  of  desti'uction  or  losb  of  the 
measure  either  by  fire  or  theft,  the  iompany  ^I^earis  responsible 
for  tlie  lossj.^ll  expenses  incurred  by  issuing  the  notes, 
sealing  them,  -e^-r, — shottlrr'tre  paid  by  the  company.    For  all 
this  trouble  and  work,  the  company  was  permitted,  &&r   com- 
pensation \,^-~^et«'<r^   twenty  percent  of  tiie  total  issue,  foi* 
their  own  use  v/ithout  i-eserve. 

This  compensation  wab  clearly  excessive.   -^tH^i«g 
the  pspj^d  irhiic  ♦■ne  notes  were  in  Igirculation,  th^  Company 


l\     (1)  Mei-Ji-Sei-£hi,  Vol.  I.^p.  240, 


had   tile   ri^ht    of  usin^^   for    their  own   benefit    one-fifth  of  all 
the  notes   issued,        Oi— c^wsHf^ee-j — fehi&--not-«  bein^!,  converta(ble, 
the  company  itias-t^have   some    reserve,   cut    so   lon^   as    there  was 
not    %-G^  much  demand   for    redemption,    it    could  use   the   ijovern- 
ment    resei've,    if  need   be,    since      there  v/as  no   definite   rule 
a,s-*e^ exchange    for   HitJ   coin,   -e^-rn  circulation   of   cer^ificat^5»ri»4«l 
feirfrt-ittgttirtrtWB    'Jiy  notes    in   the    ust^   of   tJie   government^  from  ^+mt 
ii'-*  of   the  Mitsui   Company,        Again,    the   fexpense   of   issuing   the 
certificate  iia»u.t«~.W"-'ve3"y   slight   and,    moreover,    ^HIi?^en-  it   had 
tAis  privilege,    the   c-«iai'i4«fte«  of  the   company  became  very 
great y^      Thus,      this-mefrsur-e-o-f  -the-goverrmient  has   enriched 
tJFj-e  company   in  an  extr«<WHi4-na£y..^...4.egree, 

It   vms   not    long,    however,    before    the   govei-ninent 
found   out    that    the    compensation  of   the  Gom^^ny  v;'as    too  much 
for  the    14rHri-e    service^  .t4,—i*€rti-  rendei'ed.      In  1872,    the   govern- 
ment   established   the   system  of  deposit   ivhi-oh  was    intended   for         ) 
exchanging   the  notev.        Since    then,    thoy  havQ-^-ehttnged   the 
contract   with   the  Mitsui   Company,    and   now   although  it   has    the 
use   of  one   fifth  of^'total    notes    issued,,__a«— trerfor«',    yet    the 
Company  is   obliged    to   exchange   one    fifth   of   all    notes  -*©- 
-Hiaud-glt  for    redemption.        After   five    years,    tne  Company  joaa 
to  pay   back   twenty  percent   of  all    the   notes   issued   to    the 


Treasury  Department  and  dui'ln^;  that  length  of  time,  the  Com- 
pany  had  to  deposit  twenty  percent  of  the  sum  in  specie^, on 
which  the  ,;ovefnj.ient  shcM*i<i  paj/^i'easonable  rate  of  intcj'est. 
In  short  according  to  this  new  contract,  the  compensation  of 
tlie  company  was  the  privile^^e  of  borrowing  fe^*«  money  without 
interest  for  a  security  bearing  interest. 

The  original  intention  of  the  c;overnnient  was  to 
limit  the  amount  of  the  notes  to  .'5,000,000  yen;  ;.ut  as  Bte-- 
financial  difficulties  were  critical  and  the  issue  was  in- 
tended  to  meet  the  deficit  in  -Bre  revenues,  the  (government 
wa«— ««m]&«i-l-»d  -to  issue  Imore  than  was  orif^inally  intended. 
So_4iw -&«e-  that-  ''the  amount  of  tfe«-  notes  issued  from  October  to 
December,  1871,  reached  4,772,000  yen  and  during  Jan.  and 
Feb,  1872,  2,028,000  yen,  making  a  total  of  t3,n00,000  yen. 
Notwithstanding  the  enormous  increase  of  i^   the  issue,  the\T 
credit  -oH-the- not^s  did  not  chango  at  all;  for  at  the  begin- 
ning of  the  issue,  the  government  pi'omised  to  exchange  notes 
for  coins  st*  demand  cind  to  destroy  the  notes  redeemed.    More 
over,  since  it  was  at  a  time  when  the  old  coin  .vas  unpopular, 
the  people  prefered  the  use  of  the  paper  money  to  that  of 
specie.    As-F-zr   as  this  eohemt*  4.n   issuing  these  convertible 
notes  n*  o-»ncerned,  the  govei'nment  was  certainly  successful, 
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But  th^   subsequent  mitf«tg«n>e«-ty  caused  the  notes  to  fall  into 
great  disfavor',  from  the  evil  effect  of  which  the  Countr'y 
k«rd  suffered  for  many  years. 

If  the  government  had  followed  the  plan  orisin-ally 

;7a./L^  ,  .,         ^   .*^^1^^  ..-V^c..^  ..-.^^y 

intended,  dijsti'oyiui^  tne  notes  exchanged  thoru  woula  bo  no  ' 
tr-aoe  of  inoonvurtable-  notes  in  thu  eounti'y,  and  ir¥8  economi- 
cjfS^  conaition^would  h^ve  been  greatly  bettered.  But  contrai'y 
to  what  was  originally  intended,  '}i''aQ\\   the  notes  dgttia  ndeo-  for 


1871  to  Mai'ch,  1872)  the  governiiient  ohangod  ito  plana,   In- 
stead  of  destroying  the  notes, — thoy  put  them  again  into  cir- 
culation.   Again,  v/hen  the  amount  of  new  coin  reached.  51, 
990,000  yen,  the  goveri-unent  could  have  accomplished  the  re- 
s^^unption  of  »h&  not4s"  as  originally  intended,  if  it  had  made 
the  attempt.    but  instead  of  folldv/i2g  tliis  plan,  it  ex- 
changed the  notes  for  the  "New  Paper  Money*  which  was  itself 
inconvertstble  money.    Thus,  the  paper  money  which  was  orig- 
inally  issued  promistng-  to  bo  oonvcrtablo  into  coin  lost  thoL/ 
quality  of  oonvortabl'j  nion»y  and  was  added  to  the  enormous 
amoiint  of  *44e  inconvertilble  paper  money^  already  in  circula- 
tion.   All  this  mismanagernent  was  based  on  the  belief  of 
the  officials  that  as  the  notes  could  be  circulated  at  par 
_  ■\^    _ 


value  with   coin,    we^ither  convertable   or   inconvertable,  Hr-Trrre 
noT^^noecooary   to   exohan^jo    th(j  notoo   for   ooinsj    foi'ii'jttin-^ 

tliat — t-hc    VOaoon    tiiat — <-hn    »Tr>tnn    rtmil.-l    pnnn    nt     pfty    "fi  fV]    gniii 

WQO  bogausi^i  tfvon  thoU(j,li  auiiiinally — incuuvdi'tdblej  they  wei'e 
Pfactinally  convor'tablo. 


Kai-Taku-Shi-Da-Kwan-Sho-Ken  (Colonial  Department 
Convei'tible  Cer'tilicate)  .   This^vmo  ioatied-by  the  ordinance 
of  May,  1871, — ail  tlxe  ono  pi'OQOOclins-^-^Bri:^,  by  the  Treasury 
Department  in  the  naine  of  the  Mitsui  Company. 

Tue  object  of  loouiitg  thic  not'--  was  the  promotion  of 
the  industfy  and  commerce  of  the  Northern  Island  (Hokkaido). 
The  important  question,  how  to  open  the"Island  of  the  Barba- 
rians",  had  been  agitated  from  tiine  iminemoi'ial.    Since  the 
Restoration  when  the  nationalization  of  the  Empire  vy^e  aooom 
•j»lighed,  the  need  of  settling  this  question  was  vei'y  keenly 
feltj^vthis  Island  3»oins  the  4i-orthern  .'^ate  of  the  Empire,  -**■ 
required  a  garrison  to  dofend  H:  from  "&  Noi'tliecn  invasion, 
frHd  Ravin.fj  a  large  population  for  a  small  area,  the  govern- 
ment Reed'jri  -to  iifaUo  uaj  of  all  its  arable  land  foi*  cultiva- 
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tion  while   exper-iynce  proved   tliat    the  Island  was    covereu 
with  valuable  natural    treasure'.  -fH    $horg^ofci7Y  soon   after 

the  new  goveriTinent  wa-s   organised,    the   question   of  "coloni^a- 

^/ 
tion  of   the  Hokkaido  was   considered,        Bwrt — thi-e    vas   a   great 

undertaking^  X-iUi   onterprioe  would   rtiqiui*^   large    furids    in 
order   to   attain  any   success,    and  4^wing   to   its   financial    em- 
barrasament,    the   govei-ninent    could  not    appropriate   any   addi- 
tional   i'und   for   this  pui'pose.        In   1872,    Gen,   Kuroda,    the 
^ead  of   the  Colonial  Department,    through   the   consent    cf   the 
Treasui'v  Department ,  propost^d   to    issue   i^   conver-tjible   certifi- 
cates amounting   to   2,500,000   yen^^and   the  proposition  was   ac- 
cepted by    the  Council    of  -feiw  State. 

Mptjiod   of  isaue  and  j^ntraot   with   the  Mitsui   Oompaa^- 
The   issue   of   these  notes  was  -very   similai-   to    that    of   the 


Treasury  notes_^  but   with   certain  modifications.     Wfeen   the  Co- 
lonial  Department   wanted   tiie  notes,    ttii^  Departmentythrousfr^/^ 
7  the  Ti'easui'y  Department^,  oi'do^'od    thuir   ioouu   by    tho  Agont 


ftettjTTHTTy  against   a   i-eserve   equal    to   one   third   of   tne   issue./ 

dornundod.      The    t'jrm  i'Sr   circulation  was    to   be    ten  yearsf 

'^  /  /^ 

during   *4*«    ter-m      the   Colonial    Department    triiould   prepare   for* 


-t^r)    Rein*^^  Industries    of  Japan,    P.    324, 


redemption  <»4^  Ji    no    steps  v/ere  taken  for  this  i)urpo8e,  the 
Treasur-y  Department  uhQuld  l.avL:  »lfe  i  i.^l'it  to  uioa-a  thu  amount 
from  the  annual  appropriation  of  the  Colonial  Department). 
^11  the  expenses  i^  issuing  the  certificated  s^a^SkI  i.e  borne 

by  the  Colonial  Department.    ^hws^-  tv/o  cgrtif i<^at &■«,  Treas- 

^^/  t*W^^"^ ^  , , 

ury   and  ^Colonial^  [however/^  were/lmanufacturgii'  ^nury   poorly/J  and 

were   easily    counterfeited.        Hence   tlie  Government    decided   to 

»top   the;rcirculation  after  May,    1877^  and   they  we  re^^  exchanged 

for    the   "New  Paper  Money" . 


Shin-Shi-^p.,   (Ne'v  Paper  Money).      The   object   of   issu- 
in^j    this   paper  money  was    tv/o-fold;    to   prevent    the   circula- 
tion of   counterfeit   money   and   to  unify   the   currency      systeai. 

'T^}'cviMition   of  Counterfsit   Paper  rJo4^a-i — ^In   1P.70, 
/I 
v/hen    the  paper  money   begmn    to   win   trie   confidence   of   the   peo- 
ple   and   the   solid   basis   of   the  currency   system  was   almost 
laid,    the   country  v/aii   (greatly      alarmed   by   tiie   appeai'ance 
atai'lvCt    of  n-ojnerous   counterfeit   bills    of  variouii   kinds.     -Tiii*- 
-^  '     '    ^'    '  "    ,1  I  .   t/M-tnnf:;    fo    th.;    cmint.-y,     Vov    tt',-    for^pry    •.vrnild 
a;j:ain   dopi'ooiate   th'j   papor  money,  to   the  minimum  vgluo    fi'oit> 

v/tiioii    At    !iud   b'juii    raised    but — a    ohort — ti.'iiw   W-^^O't*^.         T:.is    spur- 
-54- 


ious  money  v;as  I'oi'^gcr  not  only  by  tawlu&o  native*^  but  also 
by  ti%^  Chinese  i-t»e«t^.    How  did  the  jovei-iimenl  nmnm^'.  tliiTi? 
Tiiere  M^sa  many  forgeries  coniinitted  «■».  th'j  time  ''!?Ko'n  tlie 
"clan  ^governments"  wery  still  in  pov/er,  but  oonoidci-inti;  tl'ie 
ikiet  tiiat  rit  was  in  4*h*  time  of  -ti*^  great-***  confusion  -fetrtd 
when  the  centralization  of  pov/er  v/aa  not  fully  od  nsumat  ed,  o-^/ 
the  government  «t4-4  ncjt  take  any  st/'ict  measure  against  w-ars-'>2<-' 


miadCTfeanop.  ILut  nov;  when  the  central  government  was  fully 
recognized  by  the  people  throughout  the  counti-y.  the  authori- 
ties  were  oonotT'ainod  to  root  out  the  forg^^iez   and  all  the 


evils  connected  -witn  X\\  ,m.   .BapcGially, — at  a  time  '.■.'hen  ii 
tniti — ?r'il — Lrr-o-y  -j-,  any  pvtf-^nt, — tt— :jwuld  dostroy  tho  bud  "vM  rh 
WQO  to  bui'st  forth  into  the  beautiful  flower  of  nationtr^ 
proopority. — -ThGref^y^  the  government  issued  private  in- 
structions addressed  to  local  autiiorities  throughout  the 
Empire  as  follov/s:--- 

»—  "Notwithstanding  tiie  fact  that  the  governinent  had 
already  made  the  announcement  that  it  i/oiild  convert  paper 
money  into  specie,  we  are  surprised  at  tne  appearance  of 
counterfeit  bills,    Ti;is  forgery  is  a  great  evil  wliich  en- 
dangers the  prosperity  of  the  nation.   Therefore,  careful 

investigation  should  be  made  ana  those  pei-sons  who  have  coi.u- 
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mi  t  ted  the  forgery  shoi;ld  be  jud^eu  accoiuUn^  to  the  lav^. 
Search  for  the  spurious  money,  examine  it  "/ith  care,  and  if 
proved  to  be  covintei'f  eit ,  destroy  it  and  report  to  the  Civic 
Department  concerning  the  mattei'.    Manage  tlie  affair  px-i- 
vately,  Vor   if  the  public  {j;n^w  this  fact,  the  people  may  re- 
fuse to  I'eceive  paper  notes,  thus  preventing  again  the  cir- 

13  A^^ 

culation  uf  any  kind   of  papei*   cur^'ency--v-- v.- -V  v-''S    ^^4-      Soon 
after   ■fc^ts   ins  t  evictions   were    id  sued,    t^ire-s^vernM^t   was  An- 
a-fe-lg    to  Keep    the   fact    ocoi^t.        So    the^entral    goverx-unent    is- 
ouod    to   ine  public   tho   ordgr   to   i-nvootigato  -spur^-ous  mojiv;y 
and   established   t4+e   examining   oll'ice^at   Tokyo,    Osaka,   Kobe 
and  Yokahama  ■{  , afterwards   at    the    seat    of   each  Prelect ural 
government),    in   order    to   prevent    the   circulation  of   the   covin- 
terfeit/^.        Manywere^entenced   for-  participation  in   the   for- 
gery.       The  Chikuzen  province  v/as   punished  more    severely. 
Xuroda,    the   chiji,    head   of   tl:e  provincial    goverioment,  was 
dismisseci    fi'om  office  o.ving   to   some   of  his   clan  having   been 
implicated   in   Hi*   Yov'i^^^^i^-^   the   paper  money   to   a   considei*- 
able    extent    in   tiieir  pi'ovince,'  five  were   condenuiea   to   death 
and   four   to   ten   years' penal    servitude^,   -t^i" -^(JJ^cerning   for- 
eign  criminals,    t-he  governjuent    discovered   that      four   subjects 


/^    ^    (i)    Mei-JirSei-Shi-   Vol.    I,'  p.    i20.  / 

/y  »^ (g)    The  head  of  the  local   authority. 
/t'^»^"(p)    P.    0,    Adams,    Histoi^-    of  Japan,    Vol.    I.    p. 
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^/ 


of   the  Chinese  iimpire,    narr.ed  Go-Kitsvi-ho,    So-aho-ho,    Li-Shi- 
Kong   and  Chon-yie-Kyoku,    were   implicated    in   the   for^oi-y. 
The  Chiel"  of  Police,    Chin-fixku-kun,    was   notified  and 


to   pxinish   them  and    to   desti'oy   the   tiiii-ty   plates   of  3 pur 


^^'','>:H^^ 


-/ 


money,    aiid   the   Taotari — (-3r)    v;as    r-equested   to   takf   some  ineasuTj 
for   prevention  of   i"ut\iro   f ox-seryjX'?iw*«-, — through  -%^'=ttr-tp±4re4{- 


j^nd  .able  inana^&hiont    of   the   ^uveriiljieul    nit;    evil    .^Jd^   i-oot'sft- 
04^t    l^Ll'oro    ito    offcoto  upon  national    affaire    bccar.;^    verv    btJ*^ 


The 


'Yo\'h,6\*<;  which^at    on^   time_-uw-t-   ti 


,_-4i«-t-   the   country   in 


a   vei'y  dangerous   position,    but   v/}iich  v/as    suppressed  within  a 
short    time,   -eal-led   the   attention  of   the   authorities    to   the 
fact    that    this   jroviouo   ov-ant   was   due   groatiy   to  -t^e- tv/o   de- 
fects  m   the   existin^j,  paper  money,    namely,    its   imperfect  manu- 
facture rendering   it    easy   to   counterfeit,    and   the   poor  mater- 
ial    of  "/hich   tho  paper  money  was  made   ,    b-e^rftg--very  perish- 
trble.        These   facts    caused   the  (government    to  undci'tafee  a 
change   in   the   existing   paper  money  and   the   issue   of  a   perl'ect 
currency,    thus   preventing  any   successful   forgery   in    the    fu- 

^  Just    at    that    time   »iiu  Dondorr*  u    fjutablioheci   in 

Fi*ankfort-on-the  Main  mad',   an   a;>plieation   to    the  government 
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throu^li  Hen-  von  Blank,    Minister  fr^lhe    OtdJiimii  .Ci'npirft.  to   Ja- 
pan,    ascuv'ing   thL — (•overnmont    ti:at    the  paper  money   iasuea   by 
^ho  means    of  liihu^i-aiJlm    uP   their   establishment   would  never 
be    ror^jed  and    that    if   tlriQ   amount    oJ'  a   first    order  wau    i^uu 
they  \vould    teach  the  art    to  <^  Japanese   artist?.        The  Japanese 
government    accepted   the   off er -&*=«*  -feh-e  contract   w-i th — Hre 
I>ofKl o r  1  ^s  V ■•/ &>^  completed    in  Octobei-,    1871    and   trrr  artists 
were   sent    in  January   to   learn   the   art    of      lithography^,    fi-)- 
TtHiG) — tf»— e-i'4iei'    1.0   pjC'rveirt — counterfeiting; — t he   gever nmerrt 
ordered  of  Dbndorf  nCTr-&€rBiany;  paper  notes   amovinting   to 
",000,000  yen. 


UinPIGATION    OF   TILE   OURREIiQY   OYaT£». 
A  few  months   later   the   authorities    found   th;at    uinee  A 
the    strict   niOabures   had   la  a  en   adopted   for   the   prevention  of 
counterfeiting,    the   ci-edit    of   the   i^over-nment   notes   was   re- 
stored  and   the  number*   of   spurious  notes  was   {jreatly  diminished 
Gonuoiiuonr Jy«y    the   oi'fieers   in   charge   of   tlie   I'inancial   affaii"'. 
of   the   ijOvernment    considered   it   unnecessary   to   redeem  ail 
the   old  notes   i^Iunediat^'ly,        0>\',    ncn'irr: — tA   \\r. — ealiua   iit  >fe 
unoe,    nwiialy^    the'^lan  notos*.        We   !mve    oomo    tc    tht?  ooft*- 

»-luaioi>   ill    u   imyi  i i    uhdpiyi    Umt    thw   jxigtu^nre  nf   thaR^- 

i ^        1  i  1 '  iii 8 r  or y "" of"" Japanese" Curr-r.-, c y~ Voli "XV'i 7 p'i "" ~6b\        M^o" Rein's 
'  ludabtries    of  Jt^mn.  ~ 


nnitn     fnr    n     :rnnr    hi-irlrrnii'd    t  n   iiniliiiml    prnnpnrij:'/    -aTfrTtn 
tH-tc   cci'iti'aliiiation  of  ^uvtj  imienti^^^^raTofo, — it  wa«  natural 
anO    lij^^ht    for    the  govejSiraffl^nt- — to   aobk    to   oxohgngo    \1\    th« 
olnu   notos^  ftfrngw   govornmont   notoo, — ^fiua  iinifying— t-ht?   ai«t- 

This   proposition  was   accepted  by   tlie  Councillors   of 
State   anci  ±n   the  proclaniation   of  Dec.    1871  ^'»b   raad^-" 

"Owing   to   the   poor-  manufacture   of  paper  money,    there 
ai'e  many  wiio  have   lawlessly  attempted   to   counterfeit    the 
government   notes,    and   there  are   also   gold,    silver,    and   cop- 
per bills    in  present    circulation,    which  have   been   issued  by 
divers    clans, *-sfhese   factors    create  much   inconvenience,    as 
well    as   positive   loss   in    the    transaction   of  business.      There- 
fore,   although   the   jovernraent   has   been  bui'dened  with   enoi-- 
mous   outlay    /eai'ly,    it   has   issued  new  paper  money   of  excel- 
lent     quality   &^   the   following   denominations;    100   yen,    50  yen 
20  yen,    10   yen,    5    yen,    2   yen,    1    yen,    oO   sen,    20    sen,    10. sen, 
and   5    sen.        Of   these   1    yen,    50   sen,    20    sen,    and  10    sen  will 
be   issued  and   circulated   from  Feb,    15,    1872,        As    soo      as 
^ley  -Sfta4rjr— b^    issued,    all    the   old   gove'-nnient    notes   ;^.nd   clan   notO£ 
will   be    taken   m  exchange   for   th-.m,        fcoaiuii ',   ir    iMiru — tmo   kind 
rwwQuu)''.*    L'lf    y\\^i    ^cnui'  'I'lunt — to    tiiu    "U.  Im — '■  j  1  '  ■■  i-  -■  , — uiroulut  e 

Without    disj-iu&t   of-heaitatiga  ■  "■"::'  """_ljtl 

\n    (i)"";:em-Po-Rui-aen,"  "Vol ."  "  ^? •-"?•"  "^^•' 


In   1872,   .afc   doorooA^  when   the  Han,    (clan)    vas    chan.^fed 

into    the  Prefecture,    the   govei-nment    determined   to   exchange 

and  l^-'^-<! 
all    clan-notes  BiA4»-  a   second    ordei*   for   nO, 000, 000    yen.        Af- 

terv/ards,    -Ki    CAU'haiigti   fur    ihu   uulob    jjuiit   <ju4^    the   original 

lithographic   plate  was   transfer^d   fi*om  Gemiany   to  Japan  and 

the   r-eserve  notes   v.'ei'e   issued  at    the   "Paper  Guri'cncy  Bureau"  j 

■omounMn^;    to   3,537,000   yen. 

After  these  t'.vo  oi'igxnal  objects  were  accomplished, 

the  government  sought  to  exchange  all  government  notes  and 


certificates.  kcnee, — to  5.ai.i  up  al4-  tT-h'j  irtrsise^  for  which 
these  so-called  "New  German  paper  notes"  v/ei"e  issued,— w-e- 
tiie  following:  table:-- 


Puit'pose  of  Issue.  Amount. 

Conversion  of  ^^  notesr 52,897,000  yen. 

•     •  ^-Slan-notes 22,(318,000   " 

To  defray  W*e  colonial  expenses 1,100,000  • 

Conversion  of  Treasury  certificates G, 784, 000   " 

"     "   Colonial       ■     2,4u3,000   " 

To    cover   deficit 8,525,000      • 

"        "        ^^'te   expense   of  suppressing 

Rebellion    of   1877 27,000.000      " 

121,387,000    yen. 


'irst    i4iW~ 


'Jona aiming  J,he  first  it^^m-- conversion  of  old  govei'n 
I'^.entN  notes^i^>iTliiffi  was  to  exchange  t4+^  Treasury  an^.  Colonial 
r)epai'trnent   certificates   4-1^    I'or    thj  new  paper  money,      ^he-  /^  ^ 

■    (1)    See     P.    52. 
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uv^ui.niut -oy  the  olT-4re^-ftl8  we«  that  the  issue  of  100,000,000 
yen  had  been  ordered,  although  the  total  sum  of  i^ovex-rm/nlH^ 
-^5  <5ivic^^  ^^^^  clan-notes  to  be  exchanged  was  not  more  tlmn 

8:3,000,000  yen;  that  tliere  existed,  therefore,  an  excess  of 
15,000,000  yen;  that  if  this  excess  wer-c;  devoted  to  the  re- 
demption of  other  outstanding  notes   amounting  to  9,500,000 
yen,  Treasury  notes  of  6,800,000  yen  and  Colonial  Gertici- 
cates  of  2,500,000  yen   there  would  then  be  no  n-ed  of  ex- 


ja^n^Ang  specie  for  their  redemption.    Thus , — ^mjoo  certifi- 
catdS  wVitch  Mnvf   riepr'f>t^rT  trt  be  convei'taCble  woro  inoonvurtablo 
notes. 


The  Ji 


rhe  government  »fred  (gapermoneyl  was  ^c^-^-w 
the  fact  that  -aftwr  the  certif icateS^«t«  issued,^ — it  was  re- 
ceived by  the  people  very  favorably  and  circulated  extcnsive- 
ly?  viivj   few  notes  w&i'&  brought  in  to  bo  oorivurted.  Moreover, 
as  notes  of  the  smaller  denominations  icfti*«  circ^aj^ted  ami  ng 
the  moiintainaers  and  fishemnen,  the  wear  and  tear  was  great 


and     tVintiA    wnr     t 'o  ^     gi 


t-ibilit.y   that    tiie   amount   whicn 


\^    (1)    See  p.    42, 
^^  (2)       "       p.    45, 
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was  originally  intended  for  circulation  would  last  ten  years. 
fivon  if -Uxi4-^r-e  not  so-,  wr.aa  ti.«  island  uhouJd  bo  {gradually 
opened  and  the  wilderness  become  a  taxable  land,  tho  authort^ 
ties  oonsidcred  that  it  would  not  bt;  difi'icult  to  oonvert  v..-rt^.^ 
the  notes  with  the  coin  which  would  t>e  paid  in  by  the  taxes  -— ^ 
■^ii'om  the  Island.   Hence  holding  the  suin  of  1,800,000  yen^ 
which  was  lent  to  the  people  of  Hokkaido,  as  a  reserve,  the 
government  issued  additional  notes  to  the  amount  of  1,100,000 
yen. 

'^^    In  the  year  1^71,  when  the  country  was  redivi- 
ded,  the  public  expens^  became  very  great,  and  the  government 
suffered  f^-orn  financial  embarrassment.   Whenever  it  mu t  with 
a  dofioionoy  incurred  by  itc  cvppnrii turas  axeoeding  tho 
I'avanme*  a  mea6v\re  guch  ab  many  govornmonto  in  Europe  and 
Ai'iiiifiea  had,  namaly,  the  Bureau  of  Ways  and  Means  would  bor- 
row temporarily  from  the  Bureau  £te^  Currency  to  meet  the  de- 
ficiency, with  the  intention  of  repaying  the  amount  when     \ 
taxes  wei'e  received.^ 


i-   Mow   tiiii 


.6    seems   very   similar   to   the  Treasury  Certifi- 
cate   system.       But    «4-t- :-»^  u    1  lw  momuntu    (Ti.iiaideratifcont — w»i    see 
thftt  -tnoi'u    i»    a — ■  i-eat    diflui'Miica   b'jtW'jon    tfix    two    Bystwm^. 
In   the    first    case,    there   was    a   dei'inite    tenn   -vithin   which 


the  debt  would  be  paid^  usually^  ^ot  longer  than  a  fiscal 
yeari  '^■The  system  wiixoh  wau  adopted  by  the  Japanese  govern- 
inent  at  that — r, mtw,  ".'qo  that — thoro  wac  no  definite  term  for 
liquidation.    Ift— shorty  \ytho  Minister  of  State  for  Finance  i-<^M 
became "^debtoi-  t-o  the  Bureau  f=^  Currency,  and  creditor  -to/^ 
the  Bureau  for  Revenue;  the  e^^-y*'/6f  debtor  and  the  ri^t  of 
creditor  rested  upon  one  person,  and  there  was  no  upoOial  ■y^'-*-^^ 
liab^Llity  to  pay  at  all.    This  kind  of  transaction  was  I'e- 
sorted  to  nine  times  durintf^'ive  months  :40ct^lB72'^eb.t^873^ 
and  the  amount  thus  borrowed  was  8,000,000  yen.    In  1874, 
this  debt  was  turned  into  the  "new  paper  notes". 


•At  the  beginning  of  the  new  era  of  the  Meiji, 
the  government  initiated  the  policy  of  interference  in  >;om- 


merce  and  industry.    It  went  so  far  in  this  direction,  that 
\m.i<i    critioiom  wag  mudcu,  tiiat  the  government  monopoli;ied  all 
the  industries  of  the  country.    This  m^aeS?e  cost  the  gov- 
ernment 500,000  yen  which  necessitated  another  issue  of  pa- 
per money, 

^y^    In  1877,  when  the  country  entered  upon  its 
prosperous  career,  the  growfh  of  t^'^^s-'Sational  life  was  sud- 
denly checked  by  a  otoi'm  of  civil  war,  wr.icli  left  the  counti'y 
in  a  desperate  conoiiion.    To  meet  thy  enormous  expenditure 
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incident  to  the  war,  tlic  ^ovei-nment  havin;^  no  other  source 
from  v/hich  it  could  di'aw,  wqu  eompullod  to  circulated/paper 
notes  to  the  value  of  27,000,000  yen  fj-on  tht;  reserve  cur- 
rency which  was  to  be  used  for  exchanging  "worn-out  paper 
notes".   It  WQO, — t^hui-ai'of o, — dt.croori  <in    tne  ^aiae  year^  that 
this  reserve  cui'i-ency  should  -br,  circulateJ^  for  fifteen  years, 
and  Qjechangou  at  the  end  of  that  period  for  *Aonds  in-  GXOhan-;e 
i^i*  not  eg-"*". 


^ra)  Ka3^-I^yo-S'<i4,-He  (^Improved  paper  i^riQ^)  .      The  new 
paper  money  which  was  SuTft  to  be  perfect  in  nianufactui-e  was 
fovind,  a  fev/  years  aftei'  it  was  circulated,  to  be  impei'fect 
in  %rh^    three  following  point8fAv~> 


C^    (1)  As  tile  notes  of  all  denominations  were  of  the 
same  size,  differing  only  in  the  figure  which  indicated  the 
denomination,  it  was  very  difficult  to  distinguish  one  de- 
nomination from  the  other,  -, 

< (2)  Owing  to  the  vmifopmit.y  of  the  paper,  the  color 

used  in  the  lithographic  print  was  not  absorbed  sufficiently 
to  prevent  it  from  being  changed  very  easily. -, 


/^i'^)  Owing  to  tlie  poor  texture  of  the  paper,  the 
notes  were  easily  toi*n  and  were  soon  wo)"n  out.  h«n«e- 
/t.is  reported,  that  100,000  yen   worth  of  notes   wer«  brought 


to  be  exchanged  in  one  month. 

For  these  I'easons,  the  (government  ordered  the  Finan- 
cial Department  to  issue  another  note  known  as  the  "Improved 
Paper  Money"  which  should  I'emedy  these  defective  qualities  m 
the  "New  Paper  Money". 
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-:-   CHAPTER  IV.  -:- 

-:-   REDEMPTION  OK  PAPER  MO^ffl^^ .  -:- 

Although  all  the  ta^ppy  mpnt  1  n^BLa    in  the  preceeding 
chapters  ig  elncDoci  under  the  name  of  "Government  Notes", 
yet  in  rega'^-d  to  their  ".haraeteri sties  and  their  objects^  the 
various  issues  may  be  divided  into  tne  two  follov/ing  clasioesj^ 

A.  Those  issued  for  meeting  a  tenporary  deficit 
that  exiotod  because  of  tne  excess  of  expenditureJover  the 
revenue5of  the  government ',  but  vyhioh  v/ould  not  bo  added  to 
the  pei-mpnent  debt  of  tie  government, 

B.  Those  issued  for  defraying  the  government  expen- 
diture and  destined  to  become  a  permanent  debt  of  the  govern- 
ment . 


inistration  fe4ie-t 


Olans  -A-.   It  is  not  unusual  in  financial   adm 
-tTTS  expenditure  anc^.  revenue  ar^-.  not -e-tk^al :  somei:  jmes   the 
fi.yi'T\Qv   is  greater  tiian  the  latter;  v/hile  at  other  times,  the 


^reverse  is  the  case.    Ag,-:  in., — ^-^->^  -^-mo  -orrt^rat'^-^-^— €^g^ - 

■m::.pv^.Tri>S<atV>r-a  thp.  t^^^TrFrfiTTTy— r-f^rn  o  f  -intn  pnq  tt»g  g  i  nj>— <°»^^ — the  gev— 

»<H=tfrig:it  .     "Tempor-arj'  deficits  and  surjiluses  cannot  be  a- 

voided.     In  the  mana/:ement  of  a  large  financial  organization 
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complete   eqiializat ion   of   receipts   and   expenditure    could   hard^ 
ly   evei"    be    obtained,    or,    if   it   v^ere ,    woiild    be   due    to   chance. '-0— 


Hence    Viiti_.^ii--^4V-r*TM^,    f^ove  rnrnent  s    thrwu'-'n.oiyt — U^* — civilized 
w  ■•''I  d   provide«(-  some    f  ot-m — cf   t"j3'Ji-"'0  ,    v/hich  may   be    appQi^^ted 
a4 — ti"te   -^.  iT-^w    of   temporar'v    1  o^ a    of/  9 /ua  1  ip  1 Q tiin      botv/een   expen- 
d  i  t  -tu'e   and   re  ve  nue  -  -cither  dn   the    fo;riofa    enporai:4_Xo«^r~&^^ 
by  mop.!in    of   'a    oont:-'aI   br.nlt.  The   Japanese   government  havin 

no   central   banks  has  adopted    the    system  of  reserve   paper  notefe. 
C'-incidering   that    "this  met-iod    is   better   than   issuing   a   loan, 
for   by   it,    the   government    is   free   from  paying    interest   and    . 
free   also   from      the    troixble    of   collecting   th.e    loans."        But     _ 
in   1877   and    the    four    years    follov;ing,   lactny   grjrovouo   ovont^ 
-^ooli   plaeo  -whrch  necessitated   a   large   anount    of  extraordina- 
ry  expenditure   and   the   ^o^'•e  ■•nment   vre  s  forced   to  ^nako — ^-e^ 
/raz',?d-  t->e4r»6.        Consequently,    at    the 
end   of   1881,    the   depreciation   of  the    paper  notes  v;as    so 
groat    tiif'.t.the    governi^ient    was   comv)elled    to   iindu  rtaito    tno 
trTOwoHrt^r   &f    ok&   so-^MUiXled- "EeLS^rv^— Pap»r  Notre-s"  x-{^^ 


(DC.    P.    Bistable 's   Public   Finance    p.    535. 
(2)    Report   of   the  Minister  of  Finance,    p.    73, 
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This    important   v/ork  v/as   left    to    the   ministry   of 
Coiint   Matsukata.  Soon   after  enturinf^  upon  his    office,    tht; 

Count    found    that    the    reser-^e   notes    in   circulation   amounted 
to    10,4oO,000   yenfi)    and-boaan  Xn   v;ork   for    the   manafioinont — 


Y 

.es/the    taxes   paid   by   the   peor-lo\an^  for   some  months 


plish   JLit^    plan: .\c.rr.ly  ,  Ij  y       / 

1--    In   the    ])lac(i    af   t-^?    Restfrva,    h;  Voilo^Ttepr  the   met.-iod    of 

receiving   revemxe   and    of  defraying   expenditure.  Hitherto 

it   \^s    the    custom  to   keep^in   the    treasury   of   the    local   au- 

thoriti< 
AXrv 

il./.VP.S     not — t  fPn<-.t-oi  t>pH      tn     t  h  o    -r.  o  n  f  ^  «:v4--^^-tTt^a^r-nTrt^^TVt-  '.  On     the 

Other  hand,  financial  regulations  required  the  Financial 
Department  to  pay  in  advance  one-tv^elfth  of  thd  appropria- 
tion p?  the  diffei'ent  departi-ients  of  the  central  Eovernmenl 
and  one-fourth  of  that  j&f  the  provincial  government.    Thus 
some  reserve  v;as  rendered  necessary.  ^ 

P/^i.ir»1-      Iflo^anLroto       -i_K3-±.ja.A/l  n  />  t^r?    —in ^  no  y^  ^"-^  fl  ^  v^  4-  ^ *■  ^  -■  '^ — inA  t 


Count  Mataukata    i^^vfeH»«4Uxc^^  h^  ciia.ngegfintc^  thie  i.-vfithod 
t.ie    surplus   of   one    province    could   be   used    to    cancel 

2     (1)    Count   Matsiikata's   Report    of   1890,    p.    75. 
d,   (2)    Minist-^-rs   Report    p. 10. 
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t;ie   deficit    of  another.  To  do-t  rut-:  ,r^j^€-  ordered   all    the 

locr.l   £;overiirients    to   report    to    the    Financial   Deiiavti'iont    every 
other-   day   ijy    telegraph,    the  .a.mount    of  money   in   theif   loccl 


ti'easui'ies .        Thus,   he   was   enabled    to   circulate   al]    ^^he-  sur- 
plus   existing    in   S4W»€    ;-TOi'tion   of    tiie   Empire    i'o'''  4rke    oeficit 
of    c?thtJi-KT   and    tiii-ft-»ad&    the— eirculc'-t .' on  mvioh -mere—eJra&t^-c-r- 
2--   Count  Matsukata   endeavorsd^^to  uao   specio    inct'yad  -e4^~>^- 
narvG   n6toi>.  The   larger    [lart    of   the    reser->'^e   v/as    in   the 

i'unn  of   loans   and   government    bonds   and   tn»re   wob   only    ^^^     ^'~'*~  ^ 
8,000,000,    ye-(m  in    specie    to   effect    tiie    conversion   of    the    bills. 
Hence,    he    resoived  ^»fws>«-  another'  moaouro    to   augment    the    a- 
mount    of   specie.        To   accomplish   tnis,   he    sold    the    bonds   and 
arranged  ,,the   payment    of  all   loans  4>hus   t-urning    Liioiii   into 
obligations/  iryy  spacie  .        -A«d-  When   the   government   had   a  def- 
icit,    theW'eser'^^eNjojjj^   vfft^  used    instead    of   the    iiaper^e- 


-srtrvu 


3--  The    third  raeaaure   vw^t^gj-to-uui^  tiio   specie    p;-.id    fo:-^;he   Mid- 
die    Provincial   Rail   Road   ilcwi   tne    temporr<^y   needs   oi'   the    ,-ov- 
eminent.        In  18B3,    tH»»-  p  r  n  j  rt  c  t   vt  -  -— ^''^  >w  \  vr  d  -A^»H^fr  t  o   lay  a 
rail   road   joining    t'le      tv:o   capitals,    Tokyo   and  Kyato,    through 


r.9- 


t'le  Midale   Provinces.  Bonds  v/ere    i^oiiod-  for   sale    !■ 


s;arnc    yec.r   and   at'  -enco   a   larp-e   amoiint    of    specie   vra.-:;  adciad — u/ 
tne    central    treasury.         -Wt)w-,  Jthe    r;ov3r'nment   Wi- s   able    to   use 
thOCT  for   tiding   o'"-er   temTvorary   emercency  until    the    project 
de-manded    tiie  monejO 

■HwHi,  (\]through   these   v-<ir-rcK>e.  met  hod  a,    all    the  notes 

6    ^ 

of   Class     A,    v;ere    converted    into    s:)ecie    in  1833,  C^) 
Class  B.        For    the   -(fwHr^^^  reasons   which  w^nj   mentioned    in 
the  pif-eceding    chapters,    the   amount    of   inconvertible   notes  j 
/^(in  ne.v  paper  man3'';4   r^achedv   m  18781/  the   enormous   figures!  — 


g3-"^n 


4?ei4w;|A^ 


Those  issued  for  the  conversion  of  old 

govw'-nment  notes  and  bills r,l,3ri7,000  yen 

t?ie*£er  issued   for   the    conversion   of 

claanotes 2:^,90^,000      " 

TrjriQae    issued   for  meeting  general 

deficiency 8,525,000 

■ffi^eS^used   for   the   expenses   of   the 

Insurrection —  

Total 


---27  ,000,000   "  ^!^ 
119',000,onr,  1^\ 


We  shall,  nov/  consider  hovi  the  government  managed 
this  enormous  amount  of  inconvertible  notes.    In  1873  when 


(i)  (Cumt  Matsukata's  Report  of  1890,  t)  .   '.. 

(2)   See  Compendium  of  the  Japanese  Finance,  Vol.  II,  p.  240, 
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fe^.o  t":'JV0iTii!TC'ni.  decreed    that    the    old   notes   should   bo   exchan^^ed 
foi*   tiie  new   coins   and    that   if  all   were   not    so   exchanged,    six 
per   cent,    interest    sho'ild    by   paid   on   those    cont  inii*ti^  in   cir- 
culation,    the    £;overninent  ^afidurtook   to  TvilP4-i    these   promises 
and    took   several  measures    for    the    redemption   of    the  paiier 
notes .  (1) 

The    fir.st    of  these   vas   t«    issuer  the    "Bond   in  ex- 
char-ge   for   Paper  Money",    and    the    second,  >cr  establish/^t.  na- 
tional   bank  g;ivinr    it    the    right    to    issue    convertible    certifi   - 
icates.  Tkus., — irR  1075"; — t-"^   National   Bank  Roculat  ion-T— arS^ 

According   to   these   Ref^ulat  ions  ,    i.   National   Banks  v/fa  e  stab- 
lished,    which   should   have   a   capital    of  at    least    50,000   yen. 

a/tL-«    TV 

Six-tenths   of    thi^  capital    &J;io\^ld    be    deposited    in   paper  money 
at    the  Financial   Department   and    four-tenths  .of  Jr4-iich  -i:hovil<^ 
bo- dop  "is  itii'd    in   specie    as   a    reserve    for   the    redemption   of   -^^ 
hX,€,   notes.  Then  , the   Financial   Department    issued    "Bonds    in 


Exchange    for    t!ie   Notes"    bearing;:    inli--rest    at    the    rate    of   six 

per  cent,    per  annum  payable    in  cold,    which   the    banks   stwrntd 

'taretr.in   r.s    secvirity   4-fy  i  ■^- suinf;    tho    hnnk    not.e&.  The   amount 

?     (1)    Of.    p.    30. 


<*^T-*^  ^''^-<^<^_'-''*^ 
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of    tlie  ^otes    should   bo    ogua-ir-t-o   the    security    possessed   by 
tiif?    bunk.        Ccncernint'    the    advantaces   of   isi-.uinc    tne    Bondu 
in   exchange    for   Paper  Notes,    Count    Okuma   says,    "This   plan 
haa    two   advantages;    in   the    first    place,   v;hen   the    rate    of   in- 
terest   falls   below   six  per    cent,    in  gold,    owin^:;    to   an  excess 
of  paper  money   in   circulation,    the   holder   v/ill   be   at   liberty 
to   exchanfje    them  for   public   bonds,    v/hile    the   tj  o-^'e  ."nrnent   would 
be    enabled    to  withdraw  enough  paper  money   to  maintain   the    cir 
culation   at   an   amount    suitable    to   the    requirements   of    ^,he 
coiuitry;    and    in   the    second   place   v:hen    the    pai^r   currency   falls 
belo-/;  T)ar,    the   holder  will    be   able    to   obtain  Bonds,    the    in- 
terest    of  \vhich  will    be   payable    in   specie."  (x) 

These   v;ere   really   the    first    steps   taken  by    the   gov- 
ernrient    towards    the    redemption   of   the    paper  currency,    but 
O'.."  m^;    t.  i)    t  lie  li'-^k-ct, — t/h^*-t — trW 'conversion   of   "  clan -notes"   -wfrs — 
&4^— tw^^ij^  i-pe8bing   rve-^'.    aryi    oa^i-ftf^    to    the    out-break    uf    the   Kiu- 


shu   Insurrection,    the    f-overnment    wua    eai'iiiel  1  eil    to    issue    ad- 
ditional    notes    to   w»  amount    of   sometning    over   31,000,000    yen 
and    thus   to   abandon   tae  fv-fetomptad,   plans   for  redemption.     And 


(i;  Okuma's  Review,  p.  14, 


y 

^rinc   the    I'oriod   of    five    years    bo^wocn   1874   aj^f    1079    the 
{government   no  to  s    in   circulation  P^ache^   a   c  onsidei-able   amount. 
Al_p«^«-t,as    tTiere   was  -btt%7a   limited  dromand    ffer    the   notes, 
they  v^ei««    circulated   at    par  v/ith  specie    n>k  smd    t^-tere— vrtrs 
no  da!Tgei^=— €^J^-dre-proeintioB..       (  g^it'^owinr    to    the    inconvertible 
character   of   tlie   notes      and    to   their   over    issue    a- /nee   1877, 
they   betjf.n    to   fall    in  val  ue  .  For   a   while    the    result 


alftfintng  ^to=-  the    inter-nal   as   well   as    the    foreign   trade. 

The    first   effect    of   the   depreciation  was   the    excess 
of    imports    ovqt   exports,    and    the    second   was    the    out    flow    of 

oth    of  w;*4-eh-  are    shown  _by^   the    f  oil  lv;  mt^ 

/O  ^ 

tables;  ^j 

(1)  Of   course,    silver    being-    the    only  money    in   cpiJ   foreign:: 
trade,    there  wa^— a-dirf4^~yef^^^— in  exchsnge-^vrrrlnrte    be^ec-rt  sil- 
ver   Andv'PQ-I>Q-^   according    the^gfjndt  t  i  i.in    of    importc*«^   export^. 
•,V'-iicJi   e^.ai,ld    lOl     bn    r.v  rnd'''d  . 

(2)  Count   Mats\ika's      Report    of   1890,    p.    85. 
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TABLE    I.    EXPORT..-AND    TMPORT.SDF    CQIvlLODITIKR. 


/ 


i-.xcess   of  Imy*  Excess   of.  Ex^y 


Year.      Imports Exports 

1872  20,174,000    yen, 17, 026, 000    yen,    9,148,000    yert, 

1873  28,107,000      "      21,636,000  "         6,471,000      "       

1874  23,461,000      •      19,317,000  "         4,144,000      "       

1875  •129,975,000      "       18,611,000  "      ll,3'>i,000      "       --- - 

1876^  23,964,000      "       27,711,000  "  3,746,000 

1877      27.420.000      "      23,548.000  '         4.072.000  -- 

'  I       U-'  The  xiiia&dn  -^mh  th.j   ycfar  107^-hfd—»tteh-a— largo /ex  - 

aosB   of  i'XfiOi?'4-&~  was   e^ytrftfr^^^  the  failure   of  the   silk   crop 


V^iJOA^oJ^ 


Duntries,    and  i 
iJUs    d^if)fanci«rl    nf_jT-i 


in   the  European   countries,    and  honoo  ^^grtjatef   ^^xports   of   silk 
lapart. 


TABLE    II.    II.IPORTSAI^D   EXPORTSOF  PRECIOUS   METAL. 

Import^ Exports j.xoess   of  ImU^Excess   of  Exl* 

3,o91,000    yen,    4,480,000  yen TSZZl      789,000  ' 

3,080,000      "         5,122,000      *    2,042,000 

1,071,000      "      13,995,000      "    - 12,923,000 

298,000      *      14,663,000      " 14,365,000 

8,267,000      "       10,675,000      "    ---    2,408,000 

2.175.000      *         9.441.000      "    7.267.000 


[^ 
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Notwithstandinr,  these  clear  evidences  of  the  erfectf 
v^hich  we  have  ascribed  to  the  over  issue  of  the  paper  notes, 
most  of  the  financiers  of  the  time  attributed  thu  oauco  of 
this  alarming  inequality  betv/een  imi-or1s  and  exports  to  the 
scarcity  of  capital  and  sought  ^  issue/more  bank  notes. 

Untk  "Um^     lyr^uL     i^    yvUJ'  o-ro^    •Tt-e.JjL 

Thuc^  vfe — see- -&ke<t  revision  ^of  the  Bfxik  Regulation  by  which  ^nt- 
v/TlC-  pr'Oi''0..sed  %m — isi.ue  jnore  inconi'e  rtuble  bank  notes  f  or  o i  r  - 
c-ulat  ion-.  The   government  ti£a!r-ii«qu€-&ted    the    banks  to  deposit 

in  the  Financial  Department  t4=ie  GoveiTiment  Bonds  bearing  four 
pel*  cent,  i  n  t  e  re  s  t ,  v/'r-,  i  oh— amount^4t)  ^^a  eight-tenths  of  -U^ie.  cap 
ital   leaving\only   tv/o-teni,hs   of   the    caT)ital    in   specie.  -W 

Upon    I  he    basis   of    thu4  specie    the   bank  vms   allov/ed   to    issue 
notes   &4^— fe-i=te — af.me    amount  •»»  the   deposited   bonds.  Tnis 


measure    shows    that    the   goverranent    had   at    that    time   abandoned 
entirely    its   first    idea   of  redeeming   the    inconvertible   rotes, 
by  allovfing   the   exchange   of  bank   notes   for  go'<:erninent    notes^ 
which  were    themselves    inconvertible.  Thus^  during    three 

or   four   years,    there   was   added   to    the   amount    of   the    inconvert- 
tble    paper  money   already    in   existence,    over,    100,000,000   yenJtv 


7"^     (.1)    Scu    t./iC    Compendium  of   the      Japanese   Finance 
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'^'SVyi   WRB   anotiiov    j.neidental    q^jtutia    fOH    nlie  adoption 
<ji     i.-.i.6  measure,    the    cormutat lon.of   the  hereditary   pension 
of    the   military    cl:isses    into    "Public   Debt    Bonds."         "This 
class   beyond    the    fmnctions  v/hich  had   appertained    to    it   under 
the   regim^    that  had   passed    av;ay,    v/as    ignorant    of   the    ordina- 
ry means   of  gaining   a   livelihood   and   no//  being    suddenly   re- 
lieved   from   those   functions   v/as    in  great   danger    of   falling 
into   a    state    of   indigence   and   perhaps    int.o   pauperism,    unless 
some    calling   could   be    found   for    its  members.  The   ^  overn- 

ment    consequently    sought    a  means    by   vhich    the   military    class 
could    turn   tlieir   "Public   Debt   Bonds"    to   account    in   obtaining 
a^ivelihood"  .    C~i )         These    circumstances  ^y-nco.rcity   of   capital, 
in    the — c-tiunt  ry  .and    the    aid(/of    the   military   class.^R^«'j  o  Jitiitdl 
the   goverru7ient    to    revise    Jrhe    Bank   Regulsitions   and    to    issue 
the   additional    inconvertible   notes. 

The    results   of   this  measure  v;ere    felt    in   the   i'inanceS 
of    the    o^  untry   soon  after   the    revision   took   place,  in  1878,'/"'^'^-*-^ 
•nfimoJ.4"   further  depreciation   of   the    paper  money,    an  excess   of 
imports   ov3r   the   exports,  -tiu^  outflov;   nf    silver   and   gold,  and^|*^ 
t^ie    rise    of  general    prices  -wniohi&^in    ho    sho":n  l>f  the    follow- 
ing  tables:-- 


'        (1) Count   Okuma's   "Roviev/".o.    n9«. 


TABLE  I .- -Ttrfr  AMOUNT  OF  ^Wfi  PAPER  NOTLS  IN  CIRCULATION. 


Yeari 

.    Class   A. 

Class   B. 

Bank  Notes. 

Total. 

yen                       yen                     yen 

1877 

11,961,000 

03,835,000 

13,352,000 

119,149,000 

yen. 

1878 

19,018,000 

119,800,000 

26,279,000 

165,697,000 

" 

1879 

16,118,000 

114,190,000 

34,046,000 

164,354,000 

" 

1880 

16,528,000 

108,412,000 

34,426,000 

159,3u6,000 

«i 

1881 

13,000.000 

105.905.000 

34.39  6,000 

153.302,000 

n 

TA-LE  II. --Depreciation  of  the  paper  notes  in  comparison  with 
silver,  (prior  to  S^p^tember,  1879,  in  the  Mexican  dollar 
coin  and  thereafter  in  Japanese  yen  coin) . 


Year6 

.    Jan. 

Feb, 

Mar. 

Apr. 

May.        June. 

July. 

Au«. 

yen 

yen 

yen 

yen 

yen          yen 

yen 

y  en 

1877 

1,013 

1,037 

1,026 

1,034 

1,015      1,024 

1,034 

1,052 

1878 

1,049 

1,075 

1,105 

1 ,  07  5 

1,066      1,0„8 

1,068 

1,07P 

1879 

1,217 

1,24  6 

1,261 

1,247 

1,1 ul      1,102 

1,121 

l,l'/2 

1880 

1,365 

1,389 

1,435 

1,549 

1,373      1,367 

1,378 

1,387 

1881 

1.728 

1.74  6 

1.774 

1.795 

1 ,  620      1 ,  625 

1,628 

,1,629 

Years 

.Sept. 

Oct. 

Nov. 

Dec. 

Average. 

yen 

yen 

en 

yen 

yen 

187  7 

1,053 

1,043 

1,037 

1,030 

1,033 

1878 

1,110 

1,143 

1,161 

1,217 

1,099 

1879 

1,158 

1 ,  233 

1,286 

1,336 

1,212 

1880 

1,489 

1,651 

1,686 

1,659 

1,477 

1881 

1.690 

1.734 

1.692 

1.695 

l.o9  6 

TAEL^ 

TIT   .1^.^-^.a.aa.^-..^ 

mfiorts-*- 

I-mjo^i^   ^J{   t'lg./^ 

^ 

Year?i 

,         Ii.oorts 

Export* 

1 . . :>^ 

Excess   of  Imports. 

1877 

27,4  20 

,000    yen      23,348,000 

yen      4,072,000 

yen 

1878 

32,874 

,000      • 

25,988,000 

6,886,000 

• 

1879 

32,953 

,000      • 

28,1 

75,000 

•         4,777,000 

• 

1880 

3  6,626 

,000      " 

28,3 

95,000 

8,231,000 

• 

1881 

31.191 

.000      " 

31,058.000 

132,000 

TABLE  IV. --Export;  and  Imports  of  the  Precious  Metals. 


Years.    Import^    Exports 


Excess  of  Export^ 


1877 
1878 
1879 
1880 
1881 


2,173,000 
2,189,000 
3,134,000 
3,638,000 
1.85  6.000 


9,44  1,000 

8,528,000 

12,778,000 

13,222,000 

7.490.000 


7,2  67,000 
6,139,000 
9,644,000 
9,584,000 
5 , 634 , 000 


/^ 


\y 


TABLE  V. 


Tho   Fiu^tuation   in    trKFThf^iec   of  fraree>(l) 


Yearjlj 

1877 
1878 
1879 
1880 
1881 


Maximum.^ 
yen 

5.o7 

7,03 

9,37 
12,11 
11.55 


Minimum. 


Avei'a/^e. 


yen 
4,63 
5,37 
7,05 
8,15 


yen 

5,15 

6,20 

8,21 

10,13 

10,48 


/ 


(1)  The  price  of  rice  is  selected  because  of  its  uni- 
versal use  throughout  the  country;  the  price  given  is  that 
per  koku  in  the  Tokyo  Market. 
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As    shown  by    the    above    tables,    depreciation   of    the 
paper  money   caused   by    the    ovei-    issue    began   in   1877.  At 

the   beginning    of    tht-    yoar   1874,    silver  irn'ney    !v,,u,;,ht    7    or    ''■ 
sen  premiira,    and    at    the    end   of    that    year,    the   paper  depre- 
ciated  and   the  difference   betv/een  paper   and    silver  vras   SP.sen. 
This   phenomenon   called    the   attention   of   the   financiers   to   tha 
importance   and   necessity   of    th^-RHxftci^'Jt'ffciii'l    gf   the    cu-'.-unc-y    . 
B«-&-3n-Mr   failed^to   see    the    real    cause    of  the   poenumenuft . 

.uvight   that-  the   depreciation  of    the    paper  ¥«r6  due    to   tb 
the   ai^preciation   of   silver;    that    the   appreciation   of   the 


metal   ■-■as  dni^  -to  /the   unfavorable   balance    in   the   foreign   trad§ 
and   that    t^^^-Jrfrs^t^^hononioalefi  \Yas    ttre^ef:(s»^t_af   scarcity   of 
capital   which  hindered    industrial   ente^-prises .  Hence, 

the    subsr-fi-uixn^   measure^adopted   by   the   ^-"^e  i^-nment    w^-rs^ot    to 


contract    the      inconvertible      notes   but    rather   to   present    the 
appreciation   of   sii^^^^r  money. 

In  1879   the   i)remiiun  oft^^i^ver  \Yent    up   as   high   c  s 
2b   per   cent.  In   order    to   stoi)   the    appreciation   of   silver, 

the   goveminent    authorized      two    banks   at    Tokyo,    Mitsui    and 
Second  National  Banks  ^  to    sell  jmf    silver  amount  i4if^  ^re   Y    /<  — 
2,400,000   yen  ^iLntah   h?,i\    hr^Rn  dPposit^^dTn   tlie   Rese^^'e      Fund.v/ 


K^\l)    Mei-Ji-Sei-Shi,   VqI  .    II 
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his  measure    silver  begaR  to  depreciate  a_LLLllfi ;    it   had 
been   at    10    sen  preioiiim  but   novi   fell    to   12   sen.        When   the 

z 

sale  -WAR  stopped  silvt^r  went  up  again  to  23  sen,  then  33  son, 
and.  in  1880  it  rose  as  high  as  54  sen  premivm.    Nov-  the 
eovernnent  ordered  theee  banks(  First,  Second  and  Mitsui)  to 
sell  ««7t  silver  to  the  amount  of  about  6,000,000  yen. 

.      ^t-^  a.     WauXA 

Thr.eugh  . — th-i»^  /« liver  ^   fell   down   to  37   sen   premium,    but    in 
the    autumn   of   the    same    year   it   v;ent   up   to   48   sen.  Having 

thus    failed   in  all    tho4r   attempts    to   prevent    the    appreciation 
of   silver,    the   government   abandoned    the   Mea   of   selling   out- 
silver   and   determined    to  'imvouq   Lag-  s a:ne    Offid-  by    the   more 
direct   Aw^y   of   contracting   ^.  paper   currency_j__ 

Two  measures^ were    ctPftightv/ay  adopted J-n 


a/*-/ 


l--"f^  increase  the  tax  on  liquor. 

2--'£U  reducpM;he    oixtlay   of   the   government 


'^ 


CBy  the   first  me-^sure,    the   Financial  Department  was   able 
to   add    6,000,000   yen   and.   by    the    a&  cond  ,3 ,500 ,000   yen   to   the 
reserve   which  was    intended    Xa^ — '— — --■ — »-  !'or   the    redemption   of 
the   papei'   currencjr. 

But    the    appreciation   of   silver  did  not    stop   and    in 
1881    sillier   was   at    79    sen   pi-emiujn^  lyhich   wFtn    tiie  maximum 
limit    of   the    appreciation.  The   effeet    of    Urt*e   pnoi^oPQno" 

:  p,o  - 


upon  industry  and  conmerce  v;as  alarming.    The  revenue  of 
the  g  o-vrernrnent  decreased  to  one  half  ity  nominal  value;  ^.-^^  j7 
those  whose  livelihood  depended  upon  salaries  and  pensions 
#fri-led  -le  i!utkre-~«— 3r4rVJ?-Q£: .    The  rate  of  interest  rose  c-onco 


quontl-y.  and  «±±   the  government  bonds  fell  in  value.    F,>' o ry  ^ 
con-:odity'^*ose  in  price,  ^the  effect  of  high  price  of  rice 
was  especially  se'''ere  upon  the  common  peoi^le,  as  it  is  the 
chief  product,  and  the  staple  food  of  the  Japanese  peoi^le . 
The  farmers  alone  ai-e  supposed  to  ha">'-e  been  benefitted  by 
th.e  '-ehange . " "  In  the  year  1881,  "  says  Hon.  T.  R.  Jennigan, 

the  U.  S.  Consul  at  Osaka  , "nearly  every  thing  in  Japan  had 
greatly  risen  in  price  and  as  the  great  majority  of  the  peo- 
ple considered  only  price  and  not  value,  and  ignored  the 
v/holly  fictitious  nature  of  the  advance,  it  is  not  surprising 
that  they  imagined  it  both  solid  and.  likely  to  endure,  and 
thought  themselves  l^ery  prosperous  and  qvtite  justified  in  t?W 
launching  into  much  extravagant  expenditure.     Accordingly, 
nev/  fann  houses  sprang  uj)  in  every  ijrovmce;  new  clothes  and 
ornaments  v/ere  freely  purchased,  landed  property  caine  in 

great  demand and  in  general  everybody  rejoiced  in 

hope  and  a  sense  of  prosper-ity  .  "T-lJ     RuL__Lhis_.5£-SD3LlJQ£ 


/^  (1)U.  3.  Consular  Reports  Vol.  XIX.  No.  HR,  p.  655.     "  ^1 


pro^erity   of   the    counj^  v/as^fl^ej^teiy  an    indication   or  the 
grg a t»j i\  c omrne re ial   9^il   h-i d d o n   in -'" t h. e   ■es»Rf-it6-irOTr  -^  vr'iich 
y/hen   the  \imo    for/its   appearance   was   r'i.pe ,    threatened   to 
bring   about  Vid/spread      ruin 

Before    long,    the  government    awoke    to   the   dan^';er  ^erl* 

aontygrrt 


t^mine-dJito   »■ 


t4^   i^^ftH—" whri-eh— »^H3-i-tod'  trhe— yre'crpie    and  d-» 

the  -ijRiiQ-r  -if»»fe^-g .     This  important  matter  v/as  left  to  the 

Ministry  of   Count  Matsukata. 

j^'   Oct.  1881,  Count  Matsukata  was  appointed  J?f«  Minis- 
ter of  State  for  Finance  and  irnmediat  elj'-  undertook  to  con- 
tract the  currency.    The  f ir^t  step  he  took  -as  to  .j]pyvTd)&- 


»J\. 


as  large  a  specie  y a venue  as 

much  specie  the  government  bad ,- for  th^^  purp 


Haviftg   this    in  view,    Count   ?la t sukaR. i n vo u t i g j. t i»d  how 


.ju.v-<^x<- » 


../ 


I  n  h  i  s 


Report    on   the    result    of   this    investigation,   he    s^.ys,    "We 
have    an   a-<'erage   annual    surplus   of   revenu.e   amounting    to 
7,000,000   yen,    and   a   reserve   already  made,    amoLinting    to 
36,438,000    yen--rnaking    a    total    43,438,000   yen  which   we    can 
use   for   tiie   management    of   the    paper   currency."      "If"    he    con- 
tinues,   "we   manage    our   annual    income   and   reserve   proi)ei'ljr 
before   tnany   year-a   pass,    we    can   accomplish   the    redemption   of 
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>7 


all  inconveirttble  notes,  "(\)     Fran  this  time  on,  the  f;ov- 
et'ninent  p»jp.r  us t <a4— -irft  cont  i-actfRR-  the  paper  notes  o-n  ono  hand 
and  on  tae  ot  ler,  i»  >ao\.ii-rii-tg_  the  reserve,  v/ ith  the  inten- 
tion  of  t«J^if^  ffrijthe  paper  notes  into  convertible  certif- 
icates.    To  accomplish  this  i^uubla-  aim,  the  i^overiii.nent 
throuflh.  the  proposal-  of  Coimt  Matsukata,  on  Oct.  10,  1882, 
established  the  "Central  Bank  of  Japan." 

All  t-o  T^he  object  of  the  establislinent  of  the  Bank 
of  -Tr- p g n  ,^vm  v!» f rv-c^  1-. n  t 'n p  inerr.oii-#  ol'  Count  Matsui^ata.   He 
saj-s,  "The  existing  banks  (260  in  number,  including  all 
branch  of^'ices)  scattered  over  the  country  have  no  business 
connection  with  each  other;  and  the  feudal  barrier  still  sep- 
arates one  bank  from  another.    Consequently^ spec  is  to  the 
value  of  fSO,000  yen  gould  not  bo  utilized,  and  thus  there 
%iu>  no  vmy  for  extending  the  credit  of  the  banks.    Hence 
although  the  amount  of  bank  notes  issued  reach»4  tie  enormous 
of  over  34,000,000  yen,  yet  the  country  ha^ been  feelihg  the 


(1)   Count  Matsukata's  Report  of  1890,  p.  123 
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insufficiency  of  the  medi'.un  of  exchange. 

'•If  tills  Y;ere  the  agt'  of  feudalism  such  an  institu- 
tion night  have  bee^*  of  some  service  to  society.     Rut  foi-- 
tmnateiyv  that  a^e  has  jiassed  and  gone.     By  this  time  the 
central  government  -w+wb  formed  and  all  the  provincial  govern- 
ments haJ^been  established,  bea'"ing  a  definite  "'elr.tion  to 
the  central  governiaent .     But  sad  to  say  the  banking  system 
whicii  is  the  most  important  fit  tor  of  the  fine.ncial  vyelfare 
of  th.e  cj  untry  is  ^pref nr>s-.-ap,p-&-8^6l  t  n  ^i>p  t::''  ^'^^  '"ii""^  '^if^  ^'^ — 
the  centralization  of  t:ie  gover-nment. 

"Accordingl^i,  in  order  to  save  the  country  from  an 
unbalanced  situation  in  its  political  and  financial  system, 
thei'e  is  left  but  one  measure,  that  is,  tlie  establishment  of 
the  "Central  Bank  of  Japan"    The  circulation  of  the  cur'r^ncy 
is  like  tiie  circulat  ion  of  blood  and  what  keeps  up  the  cir- 
culut  ion  is  tho  hc;art .    The  central  bank  is  the  heart  of 
the  currency  circulation  of  a  country  vritnout  w!:ich  the 
finance/i  of  tne  country  cannot  be  successfully  administo  rediC^" 

This  memoi.-jj  was  accepted  unanimously  by  the  members 

/^>^(1)  Count  Matsukata's  Memorial,  dated  March  1,  188P.. 


of   t?ie    cabinet    a.ncl    the    "Re^'julat  ion      of   the   Rank   of   Japan" 


was   proclaimed  *«■  June    27,    1882, 
svuinecl   \xv   f.s    follov/s:-- 


rnay  be 


I--  The  object  of  the  Bank  shall  be  ,-^ 

\(a)  To  make  the  flov/  of  cui'rency  in  circula- 
i  X  o..  easy  and  und  i  sturbed  .^ 

'(b)  To  render-  ser'vace  to  the  government  as  a 
financial  agent  in  inter-'national  ti'ader^ 

V(c)  To  aid  the  government   in  its  ordinary 
financial  operations.--., 

'-(d)    To  monopolize    the   pov^er   of   isoiiing   cer- 
tificates .     - 

2--Its    tenn  of   business   shall    be    thirty   years. 
3--   The    capit^-.l    of   the   Bank   siiall    b3   10, 000;, 000   yen  / 
4__   One-fifth   of   the    capital    shall   be  -feollQ&t-ed    be- 
fore      the    Ba^ik -r«   opened   and    the   remainder   of    tho   oirtpital 
f^iisii    hpt   Hrtpn>^it-(a)i    at    tJie    conveniance   of   the   stock  holders. 
5--   The   right    nf   X,hcL  business   of   the    shall    not    be 


restricted,    unless    it    gloKLemftlate   unjust   and  disastytous 


speculation-  which 


n--  Ak  t 


ae   goverranent    sees   fit  ^   the   Bt.'ik  n;iy   be 


entrusted   \vith    tiie  mtinaf:'?ment    of   the   kf['o.\v.si    of   /:"'•■   Wayc 
-fHid   Means   o f   t  he   r  C'fi  rruiie nt . 

7 14    has   the    ri^^ht   ot   is.suir»fj   converttble    certif- 

icates   but    at    present    it    shall   not   exercise    thei right .  (\) 

8--   The    President    of    the    Bank   shall    be    a    person   of 
tlir^   First,    Rank   anc^.    the   Vice -President ,    o^   t>\e    s-cond   Ri^.ijk . 

The   Minister   of  Finance    shall    p.'piioint   an   tWsi^ec- 


tttv-  of-"fe4W  business  QL 'w  I^m^v 


10- -The  P/esident  -»i^^s_ii4  present  to  the  Minister  of 
Finance  ^  monthly^ report  of  tne  Bank. 

ll--The   government    shall    in^^est    capital    amounting 
to   one-half  of   tn^  whole    capital    of    the   Bark   a^id    boaomo 
sJ.ock    r'.nldP)::    of    the 


Meanv/hile,    tne   governirient   endeavored  Jto   in^crease 
the    central    specie   reserve    through   economy  and   business 
metnods,    until,    in   1885,    it  mus4   acGrecatea2 ,806 ,000   yen. 


(  /        (1)    Tho^  r  0  p.  rri>fi  xt  n  i  s   clause   was   added    Ui    t'lRt    it'wa^  .at--?. 
U4r«^   of  f;re:-t   depreciation   of   the   paper   currency. 
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In  May   of   tiie    same    ye:-.r   by   the    act    pi'oposed   by   Count   Mat- 
siikata,    the    "Bank   of   Japan"   v/as   orduyfed    to    isyue    c<?  »'t  ificates 
amounting:    to   2,n4P),000   yen.— -v^^ 

Th)t-ft— ±-h:P_rT  ni^hle    pnl  i  f^yJUiAvr-^^-TrPin  tN  niiPfS     --increasing 

specie    on   the    one  V\nd   and    isivi>iric\ertif ic^te^    in  exchynge 
for   [^o\rei'tir[;€fTV~-i^^^r«-^\mr~<j?^  olner .  Finally    in   June  ^xii:   1885, 

the   governraent    issuea    the    I'ollo'wing   proclanc, t  ion: -- 

"The  government  paper  notes  (inconvertible)  shall 
gradually  be  eon.v.ip4:oa  i«^e-  silver  coin,  beginning  in  Jane 
188R   and   those   redeemed   shall   be  -dr&«4^N*^d.N  _ 

"^The  H=ulii  of  -tii^  a4-ftV€>-**&A.<^ ift - ^ h all   be    r-egul cited  by  /Li^*-^ 
the  Minister   of  Finance   and    tlie  management    thereof  shall    be 
URd^r    the   diree-tton   o-i'    the"B;ink    of   J?-.p^.n." 

¥he-  operatiwa   began  i\<vi .    LJro  (3ate   fixed   by   the    a^bava 
decree,    and    owing    to    the   gener?!     tr«nquilily   u.i-im     ;   .^    i'uir 
yCf.rs   follov/ing,  -U)^the-r  v/ith    the    industrial  development 
and   cor.'L'nercial   pi-osperity   of   the    realm,    t h-i &  measure   was 
carried    to   a  .very   sue  ce :-:  s  f  ul    t  e  I'm  i  na  1 1  on  .  Finally    in   lOOQ. 

^he    amoTint    of   the    rfo venue ;  and    certificates   against    the    incon- 
tcovertfble    '.otes    aa,n   b-t   sa^a  .f rc>tfi   the    following    table:-- 


Credit . 


Debit 


Certificates-??, 615,000, yen.   Government   Notes-40 ,005 ,000   yen. 

Specie  54,9?fi,000   "    B:-.nk  &  National   26,391,000   " 

Boiidd ---22,65  9,000      " 


Total 


155  ,230,000 


Total 


66.456.000 


The   next    step   the   government   hg^l   to  tLnho    t-owiujd    the 
•edempticjn   of   tne    incon'i'-erttble   notes   v/as   the  my.n^C'^'  ""^    of    * 


l.ie   innk  noto^^Ot^aiflAn^ 

T4 


The    first    »nnk  ^ilpto:; 


wei*e    issued    in  accordance   with   the   Bank  Regulation   of   18?3 
and    they   v^ere    convertible    certificates,  ia   thoir   n-^-trrre .  NJ 
But    in   1875   and    1876   when   the    balance    of   foreign   trade   v:as 
unfavorable  -4^ei:-   Japan   and,    consequently   the    outflov;   of   specie 
v/as   greatly   enhanced,   -%-^   gold   ap;>reciated   and    there   were 
•4-oia  many  demands   for   the    com'-ension   of   the    pai^er.  It    be- 


came Aiiijy^  evident    that    if  -thoy    continued    to   o^nve  i-t    al]    the 
notes   as   originally   yr"om)oo^   not    only  vould-irfe   be   destructive 


to    the   banks   but  (alsp   it   v/ould.  spo^d    t;'.e    ontflov/   oj"   s]ieci 


e  . 


■faiz.n     1  Vi^>     Pi.'-.nt  )•'• 


Tiierefore,    fou;*   banks   of   Tokyo,    appealed 


7^  ()    (1)    Of.    p.    90, 
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to  the  government  to  &k«i 


the   rocvilat ion 


^ftZtT' 


Althoixgh   the   authorities    gov/  vfhat   evil   ef recti   would 


^rOjn- 


i 


*orT?r  -^it^^-t+i   over- issu-iwig.   inconverti)! 


e  bank  notes,  yet  .ov/inff- 


jf^tM-l^ 


W-th«    fartj^'  \>the   need  pf"   funds    to  meet    the^govjiTTnent   expen- 
ditures-rtft^  the    Gormutation   of   [A\e   hereditary   pension -.of   the 
military   class    into  '^^Vrh  •■  ^   n^^^=vo_y.t.vl,ii:  \ff^^    \[\^  ■-•    ^  r.'r.^,ni  i^^a-  t  r.   I 


{jrant    the   banks    the   ];ower   of    isvsuing    inconver-t ible  notes. 


i^jiU4»<3r — 1876    and 


For   these   reasons,    a   revision   of   the   Regulation  was 
the   Bank 


.nk  Jiloteyinste^d    of  being  converted 
into   specie    ,    were   redeemed -fe^  govemi.ient   noteatiwBwrf^.lv'^s  in- 
-€-wrwa^-4ri43le  .         ~Thrt«,4^ie    <pOal-  quality   of   the  wank  note   v/as 


^JLV-^"^     lost,  N#*rr-^*4 — LUl««id--feai p.a,iii 


LE.tiXtc&.U»  ,whilo-by   thia 


In  1333.,  therefore  ,^the  governinent  began  to  consldey 
/aftei-  tie  establishment  of  the  Bank  of  Japan],  the  manbg-etifterrt 
of  the  l|anK  notei.  Xhaj:?;  hfere)  %tv/u  4«f.AJfB^ecoi!T]aended  4"or  -thi  o- 
ent^-fH^irfte— trf    lae    covet- rirn en t  ;-iIia&ly  ,     h*^'^**-^  ^A  |s>»A4-eT>4., . 

-,  ,    .  .^    ,  .     ,.   .^  .^ .  _    .-    ,-    liability   of   the   Bank 


1--   To>  miikit    all    tie    bank   notes 
of   Japan.  As   -to 


-:  inetiod,    Count   Matsvikata   tt^t*^  4-agrt 


(1)    See    p. 80, 
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-^,utLU  W,;U   i*ii^   K  flirgj^  /Vi.>  f^^h^^^M/^^ 

of--^  11:^11  .^r — uortif  i-o«tp  t^, — y ■;?.  1.    ih, t  -^-i-rur.ont.  , — ^- — --^jjJ: — ^•.^nt,<»<::i 

r  MOfe^ioci   v;;  s    to   3f«-t    the    taank^  cont  inue    as 
srinrrtelapd    in   the   Regulation,    anr'.    at    the 
or -it   i^4*  .stiiTtne    banks   rai^sue   all    ther  Lir.bil^ity . 
But  <jo    this   Govrnt  Matsukata   objected   on   '  ae    crounci    t::at    if, 
at    the    end    of   the    term  'of  20   yer.rs,   which   wf.s   <*&oisnGd   fro 

-a. 

1iJ3g.--jvatriaiial^j3aiiit.-f^J!'-^itfl--"bu^^  ?<11    of  14-0  banks   sold  mtt^ 

-y.ll-  the''^ bonds  v/k4-eiv--iffeH?A-k«^p±..«£L^.Xe9.^rye. f.i^^|t-2^^-^i^^ 

fc«n  /IjnAX  V\p^.rtUcA^ 

-yjifi,    il    I'lLnad    ei'cnte    a  disast^roiis   effect    on   the    economic 


intry.  _  ^         1  » 

'rjre/4ho    »'l::n  whi oh  wa"U'-'':ipoMO>iQ«^— by" 


affaii'8      of   the    country 

3--   Tlviv  iJ'ure  /4ho   *'l?:n  wh i o h  w a-u ■■ "; i y o i I'o a o ^-by— etrcffft 
-MRtaiitJctvfrft-  .tiWBffll^  wu^    that   /all    the  VG^'^nttc    of    the   Nr.tiunal 
Banks    should   l)e    transferre''    to    the   Bi^nk   of  Japan  and    that   ,«^.^»,»v- 
•^iie   National    Bank    should  deposit    out    of   Uia.  annual    profitstv.'o 


if    1.^.?    B.mA   notes^  circul .  t*rT.'' 


and   one   half  per   cent,    of   t.^.?   BiinA   notes    ci  rcul  .t*rT.'        With 
ihese    funds --re  serves  and    i>nn>iU  iV-l-tiie    Bank    of   Japan 
^ 

2^^(1)    Count   Matsvikata's   Report    of  1B90,    p  240. 
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buy   ii*e    bonds    ,    intere.st  ji^  v;liich    uikfti^.    :>o   usdd    fiX   (K)n"gT- 

/»  A. 

q3»rr  of    the    bank   notes.  At    the   end    of  15   yeai-y.    if  there 

ati***i.    still  4^e   iaa*«^~w^*«^--ujic.ijiivert«^. ,   j^>#n   guir   t'^e    bonds 
_^i>!ift±l    be    sold  ^iiJ*ir  and  used   for   Uijf^-i    ruip^H^^el.        Xous.  Uii-A  pl^ti^J^^ 

^■       «f    v/as    adopted    JulJ  1884,    and   ]iui    im, o-opgr?irun"thr<>ue-ii  this 

M«<;.surf?,—  tJad---Hmowrt---tTf--'-1rh^-Tmt-es-^--c tphci«e<^~w?^<^ — 4-,-^''^ ?*  ,-000  -y-»FW- 
T'luo  ,    ijy  T88'S  , — s-t-Jaaq   aat3.*«©#  upon  -feteffe  contraction 
*nid-  re. 11  1  an^ e I !ieti-fc-  o1^  thiT'pTrprfr   rnrrr-npy   an*-  the  sovermnent   "S 
finnly   persisted    in   the^e      measure ;.,  ljJ.1  wit    the   end    of  1884^ 

-irt- l^?^r4^ — go   reduced    the -value &f-  h^i^—evtuT^rfe^  t,  hu  t-  pa^jer   ahd- 

-^ilvqa^  waittA-ngsrty^rat    par,    and _^i- 1— -£in^4i.y~s«wha«fia=»<i.  m(  1886 
-i^-ir^lcing  d»0'»^-'ovtrreftc.i»&— »ivfei'-»l-y)e<j->*ft3r"-R-B<^-  -iifeter-a'ffrtrBrti- 
■  bl  e. .  But    this  v/holesome   end  vms   not   and    could   not   be    thus 

rapidly   attained   -.vithout   r;reat   disturbance    in  all    other  bus- 
iness.        "The   prices,    oi'   course,  fell   as   precipitately  as    thcv 
had   risen*  ^ty       ■'   -y^^'-'l  , — UiuMwy.  ^n^,^    vr.iB.,.iOit»r>  sir'»ft4''j!'   in   T'fl*'g^ 
port  ion' ■■th?t-n-H!rfW-"T'ir>e"tn-^-he    ralwo*  af  ..moftoy;    v;it}i   t'le    fall 
in   prices, distress   and   desolation  extended    ovyr-   the   land,    and 
millions   of   people   vmo  had    sujiposed    themselves   on   the   hif:;h 
road    to  wealth   suddenly    found   poverty^ staring    then  in   the 
face,    wnile   exacting   creditors   on  all    sides  demanded   the 
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"V^     ^ 


)f  debts. "H)         I  . 

necessitj'   vt^LS-  ^•yi'eJt>inf;  mrny   to  ox:»rti' 


liquidation   of  debts,"  ^^^,) 

But    necessitj'   \!i£L»-Tff«-*»4rt5;  mrny   to  ox^rtion  e.nd   v;ith 
aH   onforco-cl- re  turn   to   frugality  and  dilic^nice,    production 
and   trade   v/li^i^i-adually   revised   and   prosperity   fi4-g;a.lr^    re- 
tur-ned.  At    the    end    of   tae   annual    report    of  1890   Count   Mat- 

siikat a, happily   states    that    "If  v/e   look   back  U[ion   the   finan- 
cial     condition   of    the    ©  untry  at    the    time   v;hen    the   govern- 
ment  notes   fell    in  vf^lue    to    their   lov.-est    point    anc"    see    the 
consequent   evil   effects  upon   industry   and   coinnorce,    v/e    are 
conscious   of   the    sense    of   fear  and   anxiety   felt   at    that    tine. 
But   v/hat    glory    to    tie    country   and  v/hat    biessi^Q»  to    the    peo- 
ple I  Through   the  VAise   management    arid   ardent    zeal   of   the 
Cabinet,    step   afte^  step    ,    year   after  year,    the  measure   ad- 
vanced  and    now   all    the    provisions   for   the    redemption   of   the 
notes      are    cemplcSted." 


7,^  (1)  The  U.  S.  Consul.-.r  Report,  '^'ol .  XIX,  No.  ^.8,  p.  C^54 
{'-']    GrMTT'— Mat  "Mkrta  ' ^— Ro-H^rt-  uf  lj'^90 
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